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Executive summary
NEWFOUNDLAND AND LABRADOR has entered
an era of fiscal and economic challenge driven by the
predictable crash in global oil prices. The province is in
need of a strong and creative vision to drive the economy
forward and navigate through these troubled waters.
We also need to think about the final destination. We
don’t want to emerge from these challenges into a worse
long-term situation. We don’t have to settle for high unemployment rates, our
There are steps the
youth leaving, inequality,
government can take
poverty, or environmenttoday to design a
al degradation.
budget that prioritizes
The province can aim for
the people of NL, one
a better long-term futhat builds jobs and an
ture, a future that serves
economy for the future.
the interests and needs
of its citizens. There are
steps the government can take today to design a budget
that prioritizes the people of NL, one that builds jobs
and an economy for the future. The budget can make
the government’s financial position more secure, while
helping the economy grow in a long-term direction that
benefits NL citizens.
This paper presents a vision for an economy richer in
good jobs, fairer, and environmentally sustainable,
along with a discussion of fiscal balance and economic
sustainability.

Rich in Good Jobs
Governments have tended to spend money and hand
out major tax breaks chasing multinational corporations
in an attempt to bring them in for large-scale resource
megaprojects. However, we have seen the results:
boom-bust employment and revenues, and an amplified
recession.
A different kind of economy is possible; one that focuses
more on locally owned businesses that create good
jobs. Good jobs are jobs that sustain families and communities, and good jobs exist for people at all stages
of their careers and lives. Good jobs are local jobs, jobs
that pay living wages, jobs that have opportunities for
growth, jobs that offer stability and security. Research
shows that smaller sized and locally owned businesses
tend to spend more of their revenues locally, creating
more jobs and economic stimulus per dollar compared
to large sized and externally owned businesses. They are
also more sustainable, and contribute to a more engaged
local community.
To do this, the government needs to re-orient the policy
environment immediately in the following key areas:
■■

Protect existing jobs in the public and private
sectors, as these not only support current
well-being and economic demand, but also
help attract and retain young workers and thus
represent the foundation for future growth;

■■

Build human capital and boost productivity and
innovation by investing in education, training
and labour market strategies;
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■■

■■

Add new jobs through diversification, local
procurement policies, value-added resource
extraction, and green jobs, including jobs in
energy efficiency, sustainable transportation,
local and traditional food production; and
Invest in the necessary social capital and social
infrastructure to boost productivity and create
communities where businesses want to locate
and people want to live, work and play.

Fair
Inequality is a drag on economic growth, and NL cannot
afford to exclude any citizens from participation in the
economy. And yet, we have an economy now that is
highly skewed in terms of distribution of income.
Although provincial revenues are not currently as high as
before the oil price crash, there is still more than enough
money in the economy that nobody needs to be forced
into poverty, and nobody needs to lack adequate health
care, education, and other important services. Every
child, even the poorest child, in Newfoundland and
Labrador should have a realistic chance of a good life.
The government of Newfoundland and Labrador can
take steps toward a fairer economy starting immediately,
by addressing income inequality, and by safeguarding
and improving programs and services.

Specifically, the government can:
■■

Raise the minimum wage with an ultimate target
of a living wage;

■■

Work toward a guaranteed annual income;

■■

Increase the income threshold for low income
individuals and families to be exempt from
income taxes;

■■

Adequately fund social assistance programs
and expand those programs and services where
needed (e.g., child care and long-term care);

■■

Implement changes that will reduce gender and
racial inequality; and

■■

Make changes to labour laws to facilitate
workplace organizing and unions.

Sustainable
The vision for a jobs-rich, fair and sustainable economy
includes significantly reduced and declining emissions
of local pollutants and greenhouse gases, and significantly greater and increasing numbers of good, green
jobs. Governments worldwide are investing in energy
efficiency, renewable energy, transit, and other sectors
that create green jobs and help to diversify the economy.
Improving energy efficiency and increasing energy
conservation are two significant ways to reduce GHGs,
and they also generate social and economic benefits.
Investing in energy efficiency and energy conservation
creates jobs and spurs economic growth.
Energy efficiency and energy conservation also result
in lower household energy bills; for example, NL’s REEP
program has reduced home energy bills by $720 per
year on average. Higher energy efficiency and energy
conservation in homes results in more comfortable
homes and improvements to mental and physical health.

Every child, even the poorest child, in
Newfoundland and Labrador should have
a realistic chance of a good life.
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Early steps toward significantly reduced and declining
emissions and significantly greater and increasing
numbers of good, green jobs include implementing an
economy-wide carbon levy and increasing government
investments and policies for:

Responsible Budget
The vision for jobs-rich, fair and sustainable economy
includes a provincial budget that raises adequate
revenues to support jobs and fairness, and is balanced
over an appropriate term.

Governments worldwide are investing
in energy efficiency, renewable energy,
transit, and other sectors that create green
jobs and help to diversify the economy.

■■

Improving energy efficiency and conservation;

■■

Investing in cleaner energy; and

■■

Investing in transit and sustainable
transportation.

The Management of Greenhouse Gas Act introduced in
June is a form of carbon pricing. However, it won’t come
into effect for at least two years, and it would only be
applicable to onshore large industry, excluding offshore
industry. The Act does not directly affect emissions from
transportation, but the new fuel tax increase does. It
would be relatively easy to amend the fuel tax to be
a carbon levy applying to emissions across the whole
economy; without increasing the gasoline tax rate, the
carbon levy could be applied to a range of pollution
sources based on their level of carbon emissions. The
revenues could be used to support transfers to individuals, as well as improvements in energy efficiency that
help save homeowners and businesses money.
Federal policy is clear: carbon pricing is coming to
Newfoundland and Labrador, as it already has to 96 per
cent of Canadians. The provincial government has the
opportunity to shape the carbon pricing system and use
it to support provincial priorities.

Balancing the budget in the appropriate term does not
mean a budget that is balanced every year, which would
be a foolish goal, let alone bringing a budget from deficit
to balance during a recession, which would be more
than foolish. Governments need to counterbalance
the swings of the business cycle, spending when the
economy is weak, and saving a portion of revenues when
the economy is strong and tax revenues are higher. This
means that over the period of successive business cycles,
the provincial budget is balanced.
This report recommends taking a longer term vision,
balancing the books by steadying the economy through
the recession (stimulus and deficit actions) and supporting population, employment and diversification to
broaden the tax base in the longer term.
Early steps toward a budget that is balanced over the
business cycle include:
■■

Regaining perspective on debt – recognizing
that the real crisis is very high and rising
unemployment, and setting an appropriate level
of ambition, realizing the need to balance the
long-term benefits of the borrowing with short
term costs;

■■

Strengthening sustainable revenue sources; and

■■

Increasing local government control over
revenues.

The provincial government’s debt is mainly the result of
irresponsible tax cuts by the conservative government
when the economy was strong and oil revenues were
high. Instead of saving for a rainy day, the government
cut its own revenues. In 2007, the government had
proudly trumpeted to the media that this was the
“largest tax cut in the history of Newfoundland and
Labrador.”
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This report lays out a long-term vision and short-term steps that would
maximize revenues and employment in the short term to build a more just,
diverse, sustainable and jobs rich economy for the future.

The budget fell into deficit while oil was still over $100
per barrel. The current government recently provided a
more sober assessment: “From 2007 to 2011, the previous administration provided large tax reductions that
were not sustainable.”What this means is that Newfoundland and Labrador has a revenue problem. Fortunately, it
has taken some steps to resolve it, and can take further
steps into the future.
As noted above, an economy-wide climate change emissions levy would replace the April 2016 budget’s 16.5
cent/litre increase on the gasoline tax and the increases
on diesel and aviation fuel. The levy rate should be based
on how much carbon emissions a fuel releases. For gasoline, the levy would remain pegged at 16.5 cents/litre,
and for high-emissions fuels, the levy would be higher,
and for low-emission fuels it would be lower. Based on
experience and projections in other jurisdictions, such
a carbon tax could raise $200 million or $300 million or
more per year – and more when rates rise.
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Modest increases to the corporate income tax rate for
big business, and increasing the personal income tax
rate for those with high incomes would help to share
the load more fairly – having those who can afford it
contribute more.
There is also room for a mix of revenue increases in
specific areas (e.g., windfall profits tax, junk food tax,
municipal taxes) and reductions in others (e.g., HST tax
on books, user fees that disproportionately affect lower
income people).
With unemployment and population aging at crisislevels, NL cannot afford to lose any jobs, public or private,
and they are intrinsically linked- what happens in public
employment causes knock on effects in the private sector. This report lays out a long-term vision and short-term
steps that would maximize revenues and employment in
the short term to build a more just, diverse, sustainable
and jobs rich economy for the future.

SECTION 1

Introduction
NEWFOUNDLAND AND LABRADOR has entered an
era of fiscal and economic challenge driven by poor
policy choices, including irresponsible tax cuts and
economic dependency on raw resource extraction in
an era of fluctuating global oil prices. The province is
in need of a strong and creative long-term vision to
drive the economy forward and navigate through these
troubled waters.
We need to think hard about the final destination. The
province faces an urgent dual crisis of high unemployment and demographics (the hollowed out, declining
and aging population) which current government policy
direction will worsen. We don’t want to sacrifice the
future economy with bad choices today and we don’t
need to settle for high unemployment rates, our young
people leaving, inequality, poverty, or environmental
degradation.
The province can aim for a better future, a future that
serves the interests and needs of its citizens, rather than
those of large, mostly foreign multinational corporations.
We are rich in good people, resources, ideas, culture,
history, citizen engagement, and other assets that can
build a strong, diverse NL economy. It is time to reimagine the economy, harnessing this richness to build
the future we want.
Despite the current economic challenges, there are
steps the government can take today to design a budget
that prioritizes the people of NL, one that builds jobs
and an economy for the future. The budget can make
the government’s financial position more secure, while
helping the economy grow in a long-term direction that
benefits NL citizens.

Certainly NL faces a number of challenges, such as a
highly rural population, the aging of the population,
struggles to attract and retain immigrants (from other
provinces and internationally), the fall in revenues and
the deficit. Despite these challenges, the government’s
hands are far from tied on policy, and there is not only
room for a creative vision, but a dire need for such a vision. The government is at a crossroads: the low road of
austerity and high unemployment that we are on; or the
high road that is laid out
in this vision document.
This discussion paper is

the result of a number
This discussion paper is
of conversations with
the result of a number
Newfoundlanders and
of conversations with
Labradorians. It sets
Newfoundlanders and
out a long-term vision
Labradorians. It sets out
for NL, and concrete
a long-term vision for
steps that can be taken
NL, and concrete steps
in the short term to
that can be taken in the
start the province
short term to start the
on the right path.
province on the right
path. This report is not
a comprehensive policy agenda, nor is it an alternative
budget. It represents a broad vision and some suggested
tangible steps that can be taken today; it is a small snapshot of what needs to be done to diversify the economy,
protect jobs and communities and build a better future.
The long-term vision is of a province that is richer in
good jobs, fairer, and more environmentally sustainable.
This is a vision for a fundamentally different economy.
Instead of an economy focussed on attracting foreign
investors to export resources and maximizing corporate
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profits, it is an economy focussed on generating and
supporting a diversity of NL businesses, good jobs,
and quality of life for communities and the people who
live here.
Although this report articulates the need to move from
a focus on deficits to a focus on people and the future,
the final section discusses fiscal balance and economic
sustainability.
The government’s April 2016 budget and fall ‘Way
Forward’ promise mostly a path of continued handouts
to large resource sector companies along with public

sector austerity, disproportionately hurting women and
the vulnerable. Political changes in the United Kingdom
and the United States show that the neo-liberal agenda
is in crisis and those policies that favour large corporations and wealthy elites at the expense of struggling
middle and low-income citizens will no longer be tolerated. It is time to restore fairness in the economy. The
government needs to listen – not just to corporations
and their spokespeople – but to Newfoundlanders and
Labradorians. We are an intelligent, creative, and positive
population. We know what we want, and we are watching the government’s actions.

The Big Picture Vision: Fostering local business vs recruiting multinationals
The tendency of governments in Canada in recent decades has been to focus on corporate recruitment – chasing large outside investors, particularly in resource extraction – as a magic bullet for economic development.
Governments have used a variety of public policy gifts to lure outside investors, such as cash subsidies, tax
reductions, reduced costs for resources, favourable lease conditions, government investment in roads and other
infrastructure, etc. The theory is that this public largesse is the main or only way to obtain jobs and economic
benefits. However, we have learned the hard way the risks of that approach: price volatility in the markets of
those corporations, loss of much of our resource value to outside investors, dramatically fluctuating government
revenues, a fickle commitment to the local economy, and a greater tendency to externalize environmental costs.
Export industries are linked to recessions and depressions, and amplify them (Power 1996).
An alternative to multinational recruitment is building on local strengths, often referred to as ‘economic gardening,’ supporting the creation and growth of local businesses and entrepreneurs.1 This model is grounded in
sustainability, focused on creating long-term jobs in a diverse economy. It means building from the bottom up,
reinforcing the architecture to support local economies such as human capital, social capital, and local social and
physical infrastructure, and harnessing local, horizontal networks (i.e., local suppliers) and vertical integration
(value added processing of resources).
1
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J.K. McConnell, “What is economic gardening and why does it matter?” CitiesSpeak, 2013, online; “Economic
Gardening,” Ewing Marion Kauffman Foundation, online; “Economic Gardening,” Edward Lowe Foundation, online.

SECTION 2

Rich in good jobs
AN ECONOMY RICH IN GOOD JOBS is vital for this
province. Employment can be created as a low wage,
contingent workforce through privatization, contracting
out, cutting public employment and services, attracting
foreign chains, and other policies aimed at maximizing
returns for the private sector. This has been the focus of
much of the policy and development for recent decades
in NL. Or the economic policies can aim to instead build
quality, long-term jobs in a diverse, sustainable economy
with strong local industries and a robust public sector.
This section discusses the longer-term vision for protecting and increasing good jobs in the province, and
some shorter-term steps that can be taken toward that
vision.

The vision: An economy rich
in good jobs and quality of life
Good jobs are jobs that support families and communities, and that exist for people at all stages of their careers
and lives. Good jobs are jobs that pay living wages with
benefits, jobs that have opportunities for growth, jobs
that offer stability and security, jobs that attract people
to Newfoundland and Labrador and keep them here,
and jobs that help build toward the kind of economy
we want in the future.
A good jobs economy based on an industrial strategy
that is holistic, considers local strengths and resources,
and recognizes the interdependence of the public and
private sectors. It is one where there is demand (inside
and outside of NL) for the products and services of local

businesses, which deliver better on jobs and economic
growth (see text box). It is an economy that balances
corporate interests with labour interests through strong
labour protections that facilitate unionization and
protect worker rights. And it has minimum wages that
are living wages bolstered by strong universal social
programs for health and other benefits. In the long term,
the vision is for education to be tuition free, for training
to be employer provided where appropriate and without
barriers, and for active labour market strategies aligned
with the needs of a diverse, sustainable economy.

Steps toward the vision
Recommendation: To build a diverse and sustainable
economy rich in good jobs, NL will need to re-orient
public policy in the following key areas:
■■

Protecting existing quality jobs in the public
and private sectors order to safeguard the
foundation for current economic activity and
future economic growth;

■■

Adding new jobs by establishing the conditions
required for economic and employment growth
through human capital development (education
and training), economic diversification, and an
emphasis on value-added – getting as many
jobs as possible for resources used;

■■

Creating good, green jobs through setting
policies that will protect the environment and
lower the cost of living; and

■■

Having workers available by attracting and
retaining young and working-age people.

11

2.1 Protecting existing jobs
Recommendation: The government needs to avoid
laying off workers and sacrificing good jobs through
contracting out / privatization; the budget can be balanced over the longer business cycle when the economy
and revenues recover (see Section 5).
Rationale: With the combined crisis of an aging population and high unemployment, NL cannot afford to lose
any of the working aged population to out-migration.
Canadian research from the 2008 recession shows that
job losses were concentrated in permanent positions
and that the bulk of those are permanent losses; they
do not come back after the
With the combined
recession (LaRochelle-Côté
crisis of an aging
and Gilmore 2009). With
population and high
capital investment down
unemployment, NL
in the private sector, and
cannot afford to lose
government cuts to date,
any of the working
the government is already
aged population
projecting unemployment
close to 20%, not including
to out-migration.
the looming impacts of
technological change. NL urgently needs a combined
jobs and population strategy. It is important for government policy to avoid making a bad situation worse.

2.1.1 Direct public service delivery
versus contracting out
Recommendation: The government should have full
transparency with any contracted out services, programs
or infrastructure and any planned similar privatization,
with clear cost benefit analysis of contracting out verses
direct delivery. The cost-benefit analysis needs to include
full cost accounting of the local jobs and economic
multipliers (direct, indirect and induced), including
metrics for the quality of the jobs, quality of the service,
and out of pocket costs.
Rationale: Overall, direct public delivery of services and
programs through a universal model generally delivers
better than private sector delivery in: maximizing local
jobs stimulus; quality of jobs; and reducing cost to
citizens (CCPA–Saskatchewan 2015). Public spending is
simply the way we pool our resources to buy services
and infrastructure more economically with transparency
and accountability.
There is a false economy in cutting spending by handing
services and programs to the private sector. Contracting
out to the private sector means adding a layer of costs –
profits to shareholders, higher executive compensation
packages, advertising and promotion, bidding and other

Locally owned means more jobs
Smaller sized and locally owned businesses tend to spend more of their revenues locally, creating more jobs
and economic stimulus per dollar compared to large sized and externally owned businesses. Using a rich U.S.
county-level data set, a study by the Federal Reserve Bank of Atlanta found that both size and ownership matter in terms of the employment and economic effect of a business on the local economy (Rupasingha 2013).
Another study found that local businesses spend 52 to 79 per cent of their revenues locally compared to only
14 to 30 per cent for a chain business.1 In retail and restaurants, independent businesses create about 2.6 times
as many local jobs as chains.2 In Canada, studies reported similar results (Pringle 2013).
This translates into other sectors as well, such as fisheries and agriculture. Globally, artisanal and commercial
fisheries catch approximately the same amount of fish for human consumption annually (30 million tons), but
small-scale artisanal fisheries employ 25 times the number of fishers (over 12 million people) and use an eighth
of the amount of fuel used by industrial fisheries annually (Jacquet and Pauly 2008).
1
2
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Pringle 2013; Civic Economics, Small Business and the British Columbia Economy, 2013, online.
American Booksellers Association/Civic Economics, Indie Impact Series: A National Comparative Survey with the
American Booksellers Association, Salt Lake City, Utah, 2012, online.

Protecting jobs in the public sector protects jobs in the private sector
The public and private sectors are intertwined. Public spending has a multiplier effect: not only does it create
direct jobs (e.g., teachers, librarians), but it creates jobs and economic growth elsewhere in the economy, in
industries that supply government, and jobs in those industries (indirect jobs). Further, the employees in those
sectors, and government employees, spend their money in the local community, for example on haircuts for
their kids, groceries, or restaurants, supporting more jobs in the community (induced jobs).
Because of this interdependence, economists advise against trying to balance a budget through public sector
cuts while in a recession; doing so can cause knock-on private sector layoffs. The scale of private sector job losses
due to public sector layoffs is estimated in the government’s multipliers. The government does not publish the
induced-employment multipliers. However, based on other multipliers, it is possible to come up with order-ofmagnitude estimates. Depending on where jobs are, for every 10 civil service jobs, there can be roughly one to
five indirect and induced jobs created in the private sector.
Also, in resource economies, the public sector provides critical balance in terms of jobs creation and distribution
of income. The job multipliers are much higher for public services than for capital-intensive industries such as
oil and gas (see Appendix A). With NL’s resource economy being so capital intensive, it creates relatively few
jobs per dollar. Those jobs that are created are vulnerable to the resource price roller coaster, meaning that the
public sector jobs provide the added function of stabilizing the economy.

transaction costs, insurance costs, financing costs, and
more. A look at what has happened to the cost of services
in provinces that have de-listed and de-insured them,
such as vision care, reveals that citizens pay more. There
is usually a cap on service fees under the public system,
but that cap disappears when a service is de-listed and
costs skyrocket as soon as they are privatized (Stabile
and Ward 2005).
The math on public-private partnerships (P3s) for
infrastructure is similarly dubious. These are effectively
long-term lease agreements that cost more in the long
term, while hiding debt in the short term. Often the
costs are hidden by shifting them to the citizens when
they use a service, rather than when they pay taxes.
For example, when discussing the Champlain bridge in
Quebec as a private toll bridge, a minister said the bridge
would come “at very low or no cost to taxpayers.”1 But
those who would pay the toll would still be taxpayers.

that can be quite costly. A U.S. study concluded that the
government pays billions more annually in taxpayer
dollars to hire contractors than it would to hire federal
employees to perform comparable services (Chassy et
al. 2011). The quality of those
There is a false
contracted jobs is poorer as
economy in cutting
they often have no pensions,
spending by
benefits or job security.
handing services
Even where contracting out
and programs to
services to the private sector is
the private sector.
cheaper, that is often because
Contracting out to
of poorer quality of jobs in
the private sector
non-union environments, as
means adding a
well as reduced levels of and
layer of costs.
access to service, and poorer
quality.2 A low-wage, low-benefit economy exacerbates
poverty and inequality (see text box), “siphoning dollars
away from local economies” (Greenwood 2014).3

The contracting of private consultants instead of using
government employees is another form of privatization

2

1

3

“New $5B Champlain Bridge could include tolls,”CBC
News, October 5, 2011, online.

See In the Public Interest, a comprehensive research
and policy centre on privatization and responsible
contracting.
For a study of the particular impacts on wages and
working conditions for women, see Stinson 2006.

13

Privatization’s knock on effect
Where privatization leads to lower wages, workers making less will spend less in their own communities, meaning
fewer jobs and a ‘knock on effect’ on the economy. Privatization often leads to the following direct and indirect
economic and social impacts (Greenwood 2014):
■■

Declining retail sales and potential impacts on the housing market;

■■

Higher wage gaps for women and minorities;

■■

More workers forced to rely on public assistance;

■■

Fewer middle class jobs, and lower wages for everyone;

■■

Reduced ladders of opportunity for workers at the bottom;

■■

Perpetuating low incomes for more female-headed households;

■■

A larger share of “at risk” children in lower-income families; and

■■

Weakened viability of pension systems for remaining public workers.

2.2 Adding new jobs:
establishing the conditions

An obvious first step is to reverse those cuts, which
included:4

Recommendation: Adding new quality jobs will require
establishing suitable conditions for economic and employment growth; the social and physical new-economy
infrastructure needed for local economies to flourish:
■■

Investing in human capital – a workforce with
suitable training and education to transition
from oil and gas and innovate in the new
economy and the active labour market strategies
to make that happen;

■■

An 18 per cent cut to student financial assistance
which included cutting grant funding and
converting some grants back into loans;

■■

A $36 million cut to advanced education and
skills;

■■

A net cut of $25 million to Memorial University
over the next three years;

■■

Closure of eight advanced education and skills
offices;

■■

Policies that foster a diversified economy; and

■■

■■

Ensuring that the extraction of resources
maximizes local jobs and is accompanied by
value-added jobs.

Funding eliminated for: apprentice scholarships,
post-secondary scholarships, the Collaborative
Applied Research in Economics Initiative (CARE);

■■

Cuts to grants and funding for: the Research &
Development Corporation, youth and student
services, the number of placements in the
Linkages Program, among others; and

■■

Cuts to teaching positions in the K–12 system
and closure of schools, and increases in both
class sizes and split classes.

2.2.1 Human capital: Education, training,
and labour market strategies
Recommendation: There were a few positive changes
in the budget in terms of forward-looking investments
in education, including the funding of full day universal
kindergarten. However, the April 2016 budget went the
opposite direction in skills training to education access.
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4

This list is sourced from Government of Newfoundland
and Labrador, Detailed expenditure reductions for Budget
2016-17, online.

Further steps need to be taken in the short term:
■■

Put a plan into place for regular incremental
increases in operating grants for educational
institutions that are tied to lower tuition fees.

■■

Make changes to ensure that those receiving
employment insurance and social assistance
can study for at least three years while receiving
benefits so they can effectively prepare for the
transition the economy is facing.

■■

Increase investments in and tracking of the
quality of education with resources spread
across schools and programs and reduced class
sizes.

■■

Address poverty and inequality and socioeconomic determinants of education,
particularly for indigenous populations (see
Section 3 on fairness).

Rationale: Quality education is a key to building a
good-jobs economy, from early learning through post
secondary. Examples from countries such as Finland and
South Korea reveal that investments in human capital,
particularly quality education, can drive economic
development and reduce inequality.5 Investments in
education can achieve economic diversification through
boosts in productivity, economic activity, and the
capacity to develop high tech and other new economy
sectors. It is important to note that education access and
quality are intrinsically linked to poverty and inequality
and must be addressed in tandem. For example, improving the early learning options will only go so far if the
children are coming to school hungry.
Successful innovation hinges, in part, on the student
outcomes and quality of the education system. An
analysis of comparative education outcomes for NL in
math and sciences as well as technology indicate that
the quality is not there to set up NL students to succeed; NL outcomes are below the OECD average (Neil
n.d). The policy solutions are complicated and tied to
more than just resources for school system, including
addressing poverty, as well as focusing on drivers of
access and quality (UNESCO 2005). Equity in allocation
5

A. Partanen, “What Americans keep ignoring about
Finland’s school success,” The Atlantic, December 29,
2011, online; see also UNESCO 2005.

Importance of education
for indigenous groups
The 2011 national household survey shed light
on the importance of education on employment
rates and jobs within NL’s indigenous population.
Both employment rates and median total income
were higher for individuals with more education.
For First Nations, the employment rate without a
certificate, diploma or degree was 37.1%, compared with 67.7% for those with post-secondary
education. For Métis, it was 31.8% compared with
76.3%, and for Inuit it was 29.6% compared with
73.6%. Mean income within indigenous groups
was also higher for those with post-secondary
education (median income was $17,000 for First
Nations without education and $33,000 with
postsecondary education). It is important to note
that an employment gap remains for Indigenous individuals even after the education gap is
addressed, meaning that education, although
important, is not enough to address inequality.
Source: Statistics Canada, Aboriginal peoples: Fact
sheet for Newfoundland and Labrador, 2016, www.
statcan.gc.ca/pub/89-656-x/89-656-x2016002-eng.htm

of resources across students and schools is correlated
with better overall outcomes in math and science (as
compared to streaming students and focusing resources
on higher performing schools) (Prinsloo n.d.). Children
with disadvantaged social backgrounds “benefit most
from reduced class size (UNESCO 2005).”

2.2.2 Workers in transition
Recommendation: The government needs to increase
programs and services for workers in transition, particularly in rural areas and prepare unemployed workers
for workforce re-entry. Also, more accurate and timely
labour market information, including detailed longer
term retirement forecasts need to be made available for
communities across the province to ensure that labour
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2.2.3 Diversification

Success in technology and innovation
Despite many businesses in NL targeting markets
in-province,1 NL has a good record of success
when focusing business outside its borders,
especially with innovation in computer and
technology-based businesses. Some examples
include Verafin, a St. John’s start-up that detects
fraudulent behaviour for banks around the
globe,2 and SULIS Subsea Corporation in Mount
Pearl, developing leading-edge underwater
camera software capable of filming the Marianas
Trench for James Cameron’s Deepsea Challenger
mission (Neil n.d.). Quality, up to date education
and curriculum in sciences and technology is
critical for building on these successes.
1
2

In a 2005 study, 47 per cent of businesses
were 100 per cent focused on sales within the
provincial market: Locke and Lynche 2005.
BusinessWire, Verafin’s new tax fraud analytic
helps banks and credit unions detect fraudulent
refunds – filing deadline just weeks away, April
7, 2016, online; BusinessWire, Verafin among
Canada’s top 100 employers three years in a row,
November 23, 2015, online.

market strategies are based on accurate information and
that our education and training systems are aligning
with those opportunities.
Rationale: With thousands of Newfoundland and
Labradorians returning from the Alberta oil patch, many
from rural areas in NL, active labour market strategies for
workers in transition will be critical. Education, training
and labour market strategies will also be important for
meeting retirement needs. NL has an aging workforce,
with a forecast of 62,000 job openings from 2019 to
2025.6 Sectors identified by the government to have
anticipated employment opportunities include sales and
service, business, finance and administrative, management, health, and primary industry related occupations.7

6
7
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Government of Newfoundland and Labrador, Labour
market outlook 2025, 2015, online.
Ibid, Government of Newfoundland and Labrador.

Rationale: NL is well situated to incubate new breakthrough ideas in many areas including but not limited to
areas such as bioscience, aquaculture, ocean exploration
technology and renewable energy, but the economy is
currently skewed in favour of the recruitment of large
outside investors for resource industries, which reinforces de-diversification. In a briefing note from the federal
Finance Minister in from early 2016, NL’s economy was
described as “by far the least diversified” of Canada’s
provinces.8 A glance at the main priorities of the NL
Research and Development Corporation (RDC) bears
this out with the core funding areas: ocean technology, energy development, and mining and minerals.
Although diversification is a stated goal for the RDC, the
actual core funding areas are related to existing resource
extraction sectors. Also, the dashboard for NL’s Research
and Development Corporation (RDC), focuses on investment that was leveraged, not on local jobs created. This
orients the R&D towards corporate recruitment rather
than fostering local business. Government procurement
and financing incentives also fail to consider the longterm local economic multipliers adequately. Had a fuller
long-term local benefits cost accounting been done
on the ferries contract, the contracting of an overseas
company at the expense of local shipbuilding businesses
in Marystown may well have looked penny-wise and
pound-foolish.
Recommendation: Diversification requires a longterm multipronged approach, but hinges on levelling
the playing field between resource and non-resource
sectors, between local and foreign businesses and
between small and large businesses. This will mean
that policy frameworks at all levels will need to be
changed. The NL government needs to work with the
federal government to change that policy landscape
– practices regarding mergers and acquisitions and
consolidation and unfair concentration, procurement
policies, and more. In a historical analysis, American
demographer Philip Longman documents the different
levers successfully used by governments historically to
build local economies, ranging from anti-trust legislation
8

R. Antle, “Federal briefing paints grim picture of N.L. fiscal
woes,” CBC News, August 15, 2016, online.

Eagle River Credit Union
In 1984, the Bank of Montreal Bank decided to close its branch in L’Anse au Clair and Red Bay area of Newfoundland. Residents fought for the branch to stay open to no avail. The residents joined forces to start a credit union.
At the same time, the Labrador Fishermen’s Union Shrimp Company Ltd. were also trying to start a credit union.
The two groups joined forces and the Eagle River Credit Union was born. Community support was instrumental:
the owner of the old Bank of Montreal building offered free rent for the first year and they received an interestfree loan from the Southern Labrador Development Association. The Eagle River Credit Union has grown and
now has six branches. It has returned the initial investment many times over. The Credit Union has won many
awards, including for community development initiatives.
Source: “About Us”, Eagle River Credit Union, 2015, online.

and enforcement to bank regulation and transportation
subsidies.9
In the early 1900s state and federal law fostered a dense
web of small-scale community banks and locally operated thrifts and credit unions that were the financial
backbone of their local communities (Longman 2015).
There are already a few great examples of creative
cooperative community banking in NL (see text box
Eagle River Credit Union) but the success has been limited.

demonstrated that alternative business models
may hold the key to NL rural development (see
text box Case study: Fogo Island on page 19).
■■

Invest in infrastructure projects that will
address barriers to growth in the new economy,
including broadband connectivity and market
access.

■■

Target research and development. The
government should focus research and
development on diversification and local
long-term employment creation rather than
monitoring the amount of outside investment
leveraged.

■■

Invest in replacing imports with locally
produced goods and services Replacing food
imports is an example of import substitution
that reduces the cost of living, reduces
climate change emissions, and increases local
employment and economic activity. Local
gardening and farming initiatives can be
supported through increased research and
development investments, training programs,
and support for farmers markets. Replacing
diesel with locally generated renewable energy
is another way that expensive imports can
be replaced while creating jobs and reducing
emissions.

Steps for the shorter term:
■■

■■

9

Preferential access for local firms to NL training
and employment program funds and to public
tenders, to procurement, with accountability
for the creation of local quality jobs. The local
economic stimulus effects (direct, indirect, and
induced multipliers including the quality of
jobs) should be calculated into the costing of
proposals by government.
Support alternative business structures
e.g., cooperatives and social enterprises.
Cooperatives play a key role in small, rural
communities where a smaller population base
presents challenges for making a business
succeed. Cooperatives can be designed to
service the needs of their members instead
of make a profit. The Fogo Island coop has

P. Longman, “Why the Economic Fates of America’s Cities
Diverged,” The Atlantic, November 28, 2015, online.
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Terra Nova Shoes
Terra Nova Shoes was founded in 1971 when
a resident bought an abandoned factory in
Harbour Grace, Newfoundland. The plant grew to
approximately 300 employees in 2005 – a great
example of a local success. Terra was bought out
by Kodiak shoes, an out-of-province corporation.1
In 2008, Kodiak shoes obtained an $8 million
interest-free loan from the NL government
to transition its manufacturing base into the
province, and grow employment at the factory,
which at the time provided 170 jobs.2 In 2014, two
weeks after the company’s final loan payment to
the province, Kodiak closed all operations in NL,
suggesting employees apply for jobs at their new
plant in Ontario.3 Kodiak effectively bought out
and closed down the very successful competition, leveraging provincial funds to do it.
1
2
3

S. Won, “Kodiak ties the knot with Terra,
”The Globe and Mail, April 5, 2005, online.
T. Roberts, “End of an era nearing with Terra
Shoes closure,” CBC News, November 10, 2014,
online.
S. Won, supra note 1.

2.2.4 Value added
Value added strategies seek to increase the local processing of natural resources – from fish and agricultural
products to minerals and forest products – extracted
from a province in order to increase the number of jobs
and the economic activity per unit of extraction. The
manufacturing and upgrading processes in the value
added sector tend to be both higher in profit margins
and more labour intensive.10
Recommendation: The government can employ a
range of strategies to grow value added, from direct
negotiation to incentives to regulation. Negotiating
the value-added as part of the agreement that sets the
conditions for an external investment is one approach.
This approach was used in the case of the Voisey’s Bay
10 See Gibson 2005.
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Value added strategies seek to increase the
local processing of natural resources – from
fish and agricultural products to minerals and
forest products – extracted from a province
in order to increase the number of jobs and
the economic activity per unit of extraction.
nickel deposit. As a condition for Vale Inc. to mine nickel
from Voisey’s Bay the government required that the
company open a processing plant within the province.
Compensation to the government was required if ore
was to be exported un-processed; which resulted in an
extra payment of $230 million in 2015.
Direct regulation is another approach. In Alberta, former
Premier Peter Lougheed built a petrochemicals industry
by simply requiring that natural gas be stripped of petrochemical components before it left the province (and
building a stripping plant before the pipelines hit the
border). This created a local supply of the components,
a discount feedstock that allowed Alberta to become
a world player in the petrochemicals industry.11 In an
economically constrained environment, regulation may
be more appropriate than costly government incentives that often amount to giveaways to foreign owned
corporations.
NL’s aquaculture industry is an industry with value
added production potential in NL. However, in order for
aquaculture to be economically and environmentally
sustainable, scale of operation and practices must be
better regulated and monitored. Two of the three large
companies producing aquaculture in NL have value
added components in-province, the third has a valueadded facility elsewhere in the Maritimes.12 Northern
Harvest Sea Farms built a hatchery in NL in addition to
their aquaculture operations and Cooke aquaculture
has opened a salmon processing plant in the province.13
Processing can also be done with smaller scale artisanal
fishing methods and sustainable aquaculture (see text
box Case study: Fogo Island on page 19 and Section 2.3.2
Jobs in sustainable aquaculture).
11 See Gibson 2005.
12 TC Media, “Newfoundland aquaculture experiences
significant growth, salmon farming boom,” The Gulf
News, September 19, 2016, online.
13 “Hermitage salmon plant begins operations under
Cooke,” CBC News, July 3, 2014, online.

Case study: Fogo Island
In the 1960s, the community of Fogo island established a people-centred community development
approach, “Fogo Process.” After a factory closed in the 1960s, the local community got together and,
using that approach, established a community-based cooperative to build fishing boats and process
fish, the Fogo Island Cooperative. It a success and is still active today. The local non-profit Shorefast
Foundation, founded in 2003, has also worked to grow a self-sustaining economy for Fogo, aiming
to modernize the island while also preserving its culture and heritage.1 The Fogo Island Inn was
built using local materials, and is striking architecturally. The Inn has become a popular destination,
hosting celebrities including Prime Minister Justin Trudeau2 and movie star Gwyneth Paltrow.3 A
micro loan program has been established to encourage
entrepreneurs on Fogo to start and grow businesses.4 An
The success of Fogo Island’s
online store has been set up to sell high quality locally
growth demonstrates that
produced goods. Additional initiatives include a residency
sustainable economic growth
for artists (filmmakers, writers, visual artists, musicians,
can be achieved even in NL’s
curators, designers),5 a geology residency,6 and Fogo Island
remote communities, and that
Arts has opened, as has a new museum.7
focusing on local and value-added
initiatives is key to success.
Fogo Island, fishermen and women have returned to
fishing cod, using the traditional methods where fish are
caught individually by line, greatly increasing the likelihood that the cod population is being harvested
sustainably.8 The fish are killed humanely and filleted and frozen quickly, on the island. These methods
produce a high quality fish product, which is why Fogo Island Fish has gotten contracts to sell their cod
to top restaurants in Ontario.9 This arrangement means that Fogo Island Fish can pay their fishermen
and women more, and the processing is done on the island, creating more jobs.
The economic growth on Fogo has focused on social engagement, strategic investment in community
capital, and inclusive local economies.

1
2
3
4
5
6
7
8
9

Shorefast Foundation, “About us,” (n.d.), online.
“Peek inside the Fogo Island inn that hosted the Trudeaus,” Maclean’s, March 29, 2016, online.
“ Gwyneth Paltrow’s Instagram boasts of ‘end of the earth’ stay,” CBC News, July 11, 2016, online.
Shorefast Foundation, “Business assistance fund for Fogo and Change Islands,” (n.d.), online.
Fogo Island Arts, (n.d.), online.
Shorefast Foundation, “Geology at the edge” (n.d.), online.
Fogo Island Arts, (n.d.), fogoislandarts.ca; L. Bird, “Museum of the Flat Earth opens on (where else?) Fogo
Island,” CBC News, May 20, 2016, online.
“How Toronto chefs got hooked on fish from Fogo Island,” CBC News, January 3, 2016, online; L. Robin, “A
Newfoundland fish story that’s delicious and inspiring,” Ottawa Citizen, March 16, 2016, online.
Ibid., CBC News, L. Robin.
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2.3 Good green jobs
Recommendation: The government should pursue a
comprehensive green jobs strategy for NL. A key part
of this strategy needs to transition planning: planning
for training and supporting workers moving into the
new economy. For specific policies the government
can pursue to invest in the green economy, including
creating green jobs in transportation and renewable
energy, see Section 4.
Rationale: Green jobs are key to building a job-rich
economy for the future.14 Green jobs are good jobs,
and include both entry-level jobs, and higher skilled
and professional-level jobs – jobs that support families
and communities.
A 2010 study found that NL had approximately 10,300
people employed in green economy jobs working for
1,100 organizations. 15 The
As the government
study anticipated this numimplements
ber could be increased by 30
sustainability
per cent as soon as 2020 if
policies, the
the NL government pursues
market for green
policies to grow the green
knowledge and
economy. There is obvious
support jobs
low-hanging fruit, such as
will grow.
retrofitting homes and other
buildings to be more energy
efficient, expanding transit services, installing electric
vehicle charging stations, and building pedestrian and
cycling infrastructure. Other sectors that have been
identified as having potential for green economy growth
in the province include renewable energy, aquaculture
and agriculture, and sustainable tourism.16
Green knowledge and support jobs are essential for NL
to continue to plan for, and adapt to, climate change, as
well as plan for more sustainable economic development
generally. Green knowledge and support jobs span many
sectors and include: “research and development (R&D),
advanced education and training, law, information and
14 See, generally, Newfoundland and Labrador Federation
of Labour 2009.
15 Globe Advisors and AMEC 2011.
16 Ibid., Globe Advisors and AMEC 2011. See also Section 4
of this report, which proposes broad reforms that would
green and diversify the economy, and create green jobs.
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communications technology (ICT), nongovernmental
organizations (NGOs), and the public sector.”17 As the
government implements sustainability policies, the
market for green knowledge and support jobs will grow.

2.3.1 Jobs in energy efficiency and conservation
Improving the energy efficiency of existing buildings
directly creates jobs in auditing, construction, installation and maintenance, as well as support jobs in
administration and management. On new builds, green
jobs can be created in planning, design, and construction
for energy efficient buildings.
In addition to the employment benefits, and environmental benefits (see Section 4), investing in energy
efficiency for buildings also reduces energy costs for
households and businesses. When people and businesses save on costs, they can save some of that money,
and they spend a portion of the money in the local
economy, where all NL residents benefit. NL’s Department of Finance modeled economic effects of investing
in energy efficiency and found that for every $1 million
spent on energy efficiency, consumers spend $600,000
to $700,000 of saved money, and “GDP increases by
about $0.8 million in year one and about $1.1 million
over the long term.”18

2.3.2 Jobs in sustainable aquaculture
Recommendation: The province’s 2014 sustainable
aquaculture strategy should be updated to reflect the
most current knowledge of sustainable practices in
aquaculture; the industry is young and growing rapidly.
The province should focus on encouraging small-scale,
locally-owned aquaculture projects that adhere to
sustainability best practices, using regulatory strategies
or incentive strategies (including public investment) to
17 Globe Foundation, “Careers for a sustainable future: A
reference guide to green jobs in British Columbia,”2010,
online.
18 Newfoundland and Labrador Office of Climate Change
and Energy Efficiency, “Frequently asked questions and
answers on climate change and energy efficiency,” (n.d.),
online.

Marystown and Placentia Bay
The Placentia Bay aquaculture project is an example of corporate recruitment, incentivizing foreign investment
in large-scale production for export markets. It is also a glaring example of prioritizing short-term budget
priorities over building a long-term NL economy.
Marystown was home to a shipyard, established in 1967, that was the central driver of the town’s economy.1
In May 2016, Kiewit, the company that took it over in 2002, announced that it was locking up the shipyard,
and at that time did not foresee any future projects at the site.2 In 2014, the province decided to invest in
a new ferry for Fogo and Change Islands, but awarded the contract to a shipyard in Romania, rather than
keeping the work in NL, because the Romanian contract came in cheaper.3 The last shipyard contract was
building some pieces for the Hebron offshore oil project, and that work wound down in late 2015. Marystown
had also been home to a fish processing plant employing hundreds of people seasonally, that was closed in
2011.4 The town has been searching for new economic opportunities.
In 2015, a Norwegian company, Grieg NL Seafarms, proposed to build a $250 million aquaculture project in
Placentia Bay, including a $75 million hatchery in Marystown. The project has been approved, and is expected
to create 325 direct jobs at peak employment.5 In fall of 2015, the conservative provincial government announced it would spend up to $45 million subsidizing the project, although the current liberal government
has stated it will invest in the project only if the company’s economic plan ‘makes sense.’6 The project was
recently conditionally released from environmental impact assessment (meaning the company will not have
to provide a full environmental impact statement).7
The Grieg NL aquaculture initiative has been criticized for being unsustainable economically and environmentally. A non-profit aimed at conserving wild Atlantic salmon stocks performed an independent risk assessment
and found major ecological concerns.8 A Nova Scotia based NGO found that salmon aquaculture creates the
least amount of jobs per $1 million invested among coastal industries and created an order of magnitude
fewer jobs than recreational fishing, tourism, and commercial fishing.9
The aquaculture project in Placentia Bay and Marystown represents a case study of how not to go about
local, sustainable economic development. Although jobs will be created, there is a much greater potential
to create quality, long-term jobs through pursuing the development of local, sustainable value-added goods
and services. Additionally, this project is now much more at risk of external shock and further boom and bust
cycles. There is also the potential for cascading negative ecological impacts, which can affect other economic
initiatives in the region long into the future (as the cod fishery collapse did in 1992).
1
2
3
4
5
6
7
8
9

“The history of shipbuilding in Marystown, NL, Canada,” 2016, online.
J. Eaton, “Kiewit locking up Marystown site, worrying hundreds of workers and local MHAs,” CBC News, May 6, 2016,
online.
A. Fitzpatrick, “Ferry work should include provincial tradespeople: opposition,” The Telegram, November 13, 2013,
online.
“Marystown, Port Union plants closed permanently,” CBC News, December 2, 2011, online.
G. Amey, “Environmental group critical of plan to farm salmon on Placentia Bay,” CBC News, July 28, 2016, online; T.
Roberts, “Government money no sure thing for Placentia Bay aquaculture project,” CBC News, July 28, 2016, online.
Ibid. Amey; Roberts.
T. Roberts, “Government money no sure thing for Placentia Bay aquaculture project,” CBC News, July 28, 2016, online.
Atlantic Salmon Federation, “Risk assessment of Grieg Plan for Placentia Bay Aquaculture,” (n.d.), online.
Ibid., Atlantic Salmon Federation.
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build NL owned aquaculture initiatives with value added
components.
Rationale: NL’s aquaculture industry has grown rapidly,
from under $50 million in 2000, to $187 million in 2013,
employing 1,000 people and producing 26,551 tonnes of
seafood; it is now the second largest producer of Atlantic
salmon and blue mussels in Canada.19 Aquaculture,
like farming, must be practiced sustainably in order
to maximize jobs and local benefits, while minimizing
negative impacts to the surrounding ecosystem (such
impacts being serious, and potentially threatening jobs
in other fisheries).20
Other sections of this report identify the importance
of focusing on smaller scale, locally owned business
models for maximizing jobs, local economic benefits
and stewardship and give the example of the higher
jobs multiplier for artisanal verse commercial fishing.

2.3.3 Jobs from green and local procurement
Recommendation: The government has a green procurement policy for vehicle purchasing, which should
be expanded to focus on local goods and services, and
green jobs. Procurement standards can be set for electricity, supplies, and other areas. The current standard of
35 per cent fuel efficiency for passenger vehicles should
be increased over time to allow time for compliance.
Rationale: The provincial government purchases
hundreds of millions of dollars in goods and services

19 “Newfoundland aquaculture experiences significant
growth, salmon farming boom,” The Telegram, 2016,
September 19, 2016, online.
20 A recent study surveyed wild salmon on NL’s south coast
(where most salmon aquaculture occurs) and found that
one third of sampled fish had evidence of breeding with
farmed salmon. This was the case in all of the rivers in
the survey except one. These results indicate that salmon
aquaculture practices in the past have not adequately
prevented farmed salmon escapement. The study also
found that in rivers with the highest possibility for
farmed fish interbreeding, wild salmon populations
were faring the worst. These salmon populations are
already threatened and in decline. M. Quinn, “DFO study
confirms ‘widespread’ mating of farmed, wild salmon in
N.L.,” CBC News, September 21, 2016, online.
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annually.21 Targeting a significant amount of these
purchases to green goods and services, and in-province
purchases, could significantly encourage a transition to
a green economy as well as increasing economic activity
and quality jobs in the local economy.22

2.3.4 Jobs in local food production
Recommendation: Policies that the government should
pursue include grant and loan funding for small-scale
farming, community gardens and greenhouses, farmers markets (an important means of distribution for
local food producers), and spearheading a certification
program.
Rationale: Replacing imports with sustainable, local agriculture production can create good, green jobs, reduce
emissions from the transportation sector and, if organic
farming practices are adopted, reduce carbon emissions
further.23 Agriculture, community gardens and farmers
markets are particularly important to local economies
in rural areas where food costs are high. Small-scale
farming generates more jobs and less GHG emissions
than large-scale commodity agriculture.24 Local food
production can reduce the reliance on importing food,
indirectly.

2.3.5 Jobs in sustainable tourism
Recommendation: The NL government should fund
programs for tourism operators to be trained and
certified in eco-tourism best practices, as well as a
certification program tor recognizing sustainable tourist
outlets. This would also create green jobs in training and
certifying tourist operators, and encourage green job
growth in the sustainable tourism industry.

21 Government of Newfoundland and Labrador, Market
Transformation Framework 2015-2020, (n.d.), online.
22 Pringle 2013.
23 R. Molla, “Can organic farming counteract carbon
emissions?” The Wall Street Journal, May 22, 2014, online.
24 R. Molla, “How much of the world’s greenhouse gas
emissions come from agriculture?” The Wall Street
Journal, September 29, 2014, online.

SABRI
Founded in 1997, St. Anthony Basin Resources Inc. (SABRI) is a social enterprise that was started to help the
communities in the St. Anthony region manage an increase in the allowable northern shrimp harvest.1 SABRI’s
mandate is for economic development of the St. Anthony region. SABRI has a number of business investments,
all based on ocean resources, and revenue from these ventures is used to fund community development. SABRI
has invested in economic development pilots and new industries, social programs and culture, using revenues
from the resource industry to diversify and build value added as well as to improve community services. SABRI
has invested in a mussel farming project, cold storage and tourism development for the region. The cold storage has made them a destination international port and they are looking at improving the port. SABRI has also
funded an oral history of the region, post-secondary entrance scholarships, recreational programs and free
flights for low-income individuals in need of medical care.2 SABRI is an example of how local-based economic
development initiatives can build upon a community’s strengths to create a successful business enterprise and
fund further community development in a way that will benefit everyone.
1
2

All information in this text box, unless otherwise noted, is sourced from www.sabrinl.com
S. Roberts, “Hope Air receives $25k donation from SABRI,” Northern Pen, November 23, 2015, online.

Rationale: NL is home to iconic natural heritage and protected areas, which can be used to market eco-tourism.
Attracting tourists to the province on the basis of natural
beauty will also encourage the tourism industry overall
to maintain that beauty and be more sustainable.25
Sustainable tourism creates good, green jobs and also
boosts local economies (see earlier discussion of the
Fogo island experience).26 In tandem with a green/
organic certification program, sustainable tourism can
help to market locally made, environmentally friendly
goods and services.

indigenous communities. By funding farmers markets
and artisan markets, the government can help harvesters
find a market for their products. Traditional harvesters
can be supported in resources sectors as well as indigenous communities. Programs to support local indigenous
harvesters and artists include subsides and tax incentives
for equipment, special leave provisions, and recognition
of indigenous harvesting as an independent business.
Protecting fisheries and hunting grounds with local
Indigenous monitoring can help to ensure sustainability
and safeguard jobs in the sector.

2.3.6 Jobs in traditional harvesting,
local arts and crafts

2.3.7 Jobs in sustainable resources
extraction and processing

Recommendation: Connecting traditional harvest
products to sustainable tourism operations can increase
the demand for these products and create more green
jobs, while mitigating poverty and food security in

Recommendation: The government should increase
investments in testing and certification for sustainable
practices, as well as updating and enforcing sustainable
practice requirements for each resource industry. Public
investment should be targeted to local and sustainable
operations (see procurement and Placentia Bay sections
above).

25 Canadian Parks and Wilderness Society Newfoundland
and Labrador, “Ecotourism,” (n.d.), online.
26 For further discussion of Fogo Island’s success in this
regard, see: M. Wente, “Please forgive me, Newfoundland,
and slap me with a cod,” The Globe and Mail, September
24, 2016, online.

Rationale: NL is rich in a range of natural resources,
which, if managed sustainably, can generate long-term
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green jobs. This includes sustainable forestry, non-timber
forest products, fisheries, and minerals. As discussed in
earlier sections, the jobs multipliers are higher for local
and smaller scale production. Labelling programs to
identify products harvested locally and sustainably can
help consumers choose to support local and sustainable
harvesting.

■■

Actively support university and labour
market programs that connect students with
employment opportunities;

■■

Support education incentives that line up with
where the labour force needs will be in future
years;

■■

Invest in social and physical infrastructure
and services for rural and urban communities,
including libraries, such that they are on par
with elsewhere in the country (given the higher
cost for delivering services and infrastructure
in NL, this would require a higher per capita
expenditure than in other less rural, younger
provinces);

■■

Invest in quality, long-term worker transition
programs including reinstatement of the
services cuts; and

■■

The government should be screening any policy
decision or public expenditure for population/
demographic impacts.

2.3.8 Jobs in green scientific research
Recommendation: In the April 2016 budget, the government reduced or discontinued funding for scientific
initiatives such including: the Institute for Biodiversity
and Ecosystem Science, the Inland Fish Research Program, the small game and furbearer research program,
the Coastal and Ocean Program grants, Agriculture and
Agrifoods Development Fund, and reducing funding to:
Centre for Fisheries Ecosystems Research, Bay Management Initiative, the Seafood Development Program, and
the Fisheries Research Grant Program. The NL government should reverse these decisions and continue to
increase funding for scientific programs that create
good jobs, and support diversification and growth of NL
industries and the health of NL’s ecosystems.
Rationale: Scientific research is extremely important for
all other green industries in NL. Green jobs in scientific
research contribute to mitigation and adaptation plans
for climate change, conservation plans for flora and
fauna, sustainable practices for natural resource extraction and harvest, and development of new technologies,
among others.

2.4 Attracting and retaining
young people and immigrants
Recommendation: To attract and retain immigrants and
youth, the government will need an aggressive action
plan to ensure that youth, foreign students and immigrants are able to stay and work in province including:
■■

Reinstate and education cuts, maintenance of
the tuition freeze and reinstate grant programs;

■■

Lower international tuition fees;
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Rationale: According to a national study on the state
of rural Canada, “Population decline and ageing is the
biggest obstacle to growth and development in rural
NL (Simms and Greenwood 2015).” How do we make NL
communities into places that young people can stay and
immigrants will want to come to?
Certainly jobs and a viable economy will be vital, which
reinforces the importance of protecting existing jobs and
creating new ones. However, there is more to location
decisions. Individuals choose where to locate for many
reasons. These include housing cost, household income
and household size, transit availability, crime rates and
social and physical infrastructure such as libraries that
enhance the living environment (Weisbrod et al. 1980).
One study of the Ohio metropolitan area found that
school quality was the most important factor in residential location decisions (Bayoh et al. 2006). A Canadian
study of immigration attraction and retention found
the following factors positively affected immigrant attraction and retention: Cultural diversity; higher median
income; lower poverty; transit ridership (an indicator of
transit system quality); community population change
(a growing population) (Pruegger and Cook 2007).

Demographics matter
An aging population means that the proportion of dependents (people past retirement age) in the
province is growing while the proportion of working aged people is decreasing. For NL this is a product
of the decades after the fisheries collapse when unemployment was high and young people were forced
to migrate for work. Many rural communities in NL continue to be characterized by aging populations
along with youth out-migration (Simms and Greenwood 2015).
NL is the most rural province of the Atlantic provinces, with 60 per cent of its population living in rural
areas (Simms and Greenwood 2015). Within NL, demographic trends differ by region: people have
been migrating to urban areas, so while urban populations are growing, rural populations are shrinking (Simms and Greenwood 2015). From 1992 to 2014, St. John’s was the only region to experience
population growth.1
The proportion of people living in rural areas adds a layer of difficulty to providing services and promoting economic growth while the declining tax base makes it harder for rural municipalities to provide
services to residents. As an additional challenge, a large proportion of the long-distance commuters
that were working in Alberta but living in NL are from rural communities (approximately 10,000 Newfoundlanders were working in Alberta before oil prices began to crash), meaning the impacts of the
economic downturn will be disproportionately felt in rural communities (Simms and Greenwood 2015).
Overall, absent significant change in government approach, the demographic picture in NL is one of
a declining labour force and aging population, out-migration from youth, people moving from rural
areas to urban centres, and overall population decline in most areas.
1

The overall NL population grew from 2007 to 2014, meaning that the population growth in St. John’s
exceeded overall population decline elsewhere in the province. Government of Newfoundland and
Labrador 2015d).

For businesses, there are cost factors (e.g., taxes) and
non-cost factors that affect location decisions. Non-cost
factors include: labour availability and skills, economic
conditions, infrastructure, innovation, regulatory environment, cost of living and quality of life.27 Because
these factors are so important, the government should
consider them as vital investments to support local
economies and build a future for NL.

leadership, there are usually higher levels of local
corporate giving, civic engagement, employment, and
investment; locally headquartered companies do most
for the community on every measure.28

Building local businesses also helps to build the social
capital necessary for local economies to flourish. When
a city has locally based leadership versus “absentee”

NL will have to attract in-migration to maintain its
population, build the economic base and meet upcoming labour market gaps. Immigrants are part of a
diverse economy and contribute business innovation,
arts and culture as well as filling skills shortages (e.g.,
doctors in rural areas). Some examples of businesses
that were started by immigrants in NL and are creating

27 A. Selko, “Where to locate manufacturing plant: Business
costs vs. non-cost factors, IndustryWeek, April 4, 2012,
online.

28 Kanter 1997; and see P. Longman, “Why the Economic
Fates of America’s Cities Diverged,” The Atlantic,
November 28, 2015, online.
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employment opportunities for local residents in rural
areas include Rodrigues’ Winery in Markland and Superior Gloves in Point Leamington.29
Education and labour market strategies need to align in
order to successfully both attract and retain immigrants.
Memorial University, NL’s only university, attracts a large
number of immigrants to the province each year. In 2013,
NL received 825 immigrants, while Memorial University
had more than double that number in international
students, at 1,872.30 And many of them stay: 90 per cent
of Newfoundland and Labradorian students, 43 per cent
of Canadian students from other provinces and 71 per
cent of international students remained in the province
two years after graduation (Neil n.d.).
There are strategies in place to address the demographic
challenge. The university already offers programs aimed
at helping international students find employment in
the province. These programs include co-op placements,

29 See Government of Newfoundland and Labrador 2015b.
30 Ibid., Government of Newfoundland and Labrador.
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workshops, and initiatives led by the Internationalization Office. The Canada-Newfoundland and Labrador
Immigration Agreement, signed in July 2016 is also a
good step forward but more is needed. Also, In the fall of
2015 the Conservative provincial government released a
population growth strategy for 2015-2025 (Government
of Newfoundland and Labrador 2015b). The Atlantic
Growth strategy also has an action plan that covers a
number of the areas identified in this report as well as a
three-year immigration pilot project aimed at addressing the unique labour market challenges in Atlantic
Canada.31 Although the fall 2015 plan lacks specific
detail, the public consultations gathered suggestions
from a broad range the business and public providing
a good starting point for action. Despite much rhetoric
and various strategy documents, the budget went the
wrong direction in this area.

31 For more information on the Atlantic Canada Growth
Strategy see Atlantic growth strategy, online.

SECTION 3

Fair
INEQUALITY IS A DRAG ON ECONOMIC GROWTH
and one that NL cannot afford. Also, with the current
aging population, NL cannot afford to unnecessarily
exclude any citizens from participation in the economy.
And yet, we have an economy now that is highly skewed
in terms of distribution of income and presents barriers
to many. It doesn’t have to be this way.
Although provincial revenues are not currently as high as
before the oil price crash, there is still more than enough
money in the economy that nobody needs to be forced
into poverty, and nobody needs to lack adequate health
care, education, or other important services. The poorest
child born in Newfoundland and Labrador should have
a realistic chance of a good life.

The vision: decent incomes,
programs and services,
and quality of life for all
The longer-term vision of a fair economy includes decent
incomes for everyone, and programs and services on par
with or above the Canadian average. A fair economy is
one where distribution of income is fair; where access
to quality jobs is equal; where education and health
services are accessible based on need, not ability to pay;
where pay is not different based on gender or race; and
where children do not live in poverty. This report proposes a long-term goal of narrowing the gap between
the wealthy and the rest of us in terms of both income
and quality of life; of emphasizing collective benefit over
individual gain.

A fairer economy is doable in the current economic
climate, and that climate makes it all the more imperative
that the gap be narrowed.

Steps toward the vision
Governments play a vital role in fostering economic
activity and ensuring that everyone benefits from it. The
government of Newfoundland and Labrador can take
steps toward a fairer economy starting immediately, by
addressing income inequality, and by safeguarding and
improving programs and services.

3.1 Addressing income inequality
High levels of income inequality – as distinct from
poverty – are correlated with a range of social challenges
as well as poorer economic growth. The Spirit Level by
Wilkinson and Pickett outlines a range of measures,
including violence, teenage pregnancies, obesity, community life, mental illness and child well-being that are
negatively affected by inequality (Wilkinson and Pickett
2009).
On the impacts on the economy, the Organization for
Economic Cooperation and Development (OECD), the
International Monetary Fund (IMF), the Conference
Board of Canada, and the Toronto Dominion Bank
(Alexander and Fong 2014) have all warned that too
much inequality is bad for the economy. Inequality
was found by the International Monetary Fund to be
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strongly correlated with slower economic growth and
shorter durations of growth (a higher correlation with
economic growth than: stability of political institutions,
trade openness, exchange rate competitiveness, external
debt, or foreign direct investment) (Berg and Ostry 2011).
Redistribution of income and reducing inequality in NL
can be a foundation for faster and longer term economic
growth, not to mention well-being for the population.
We can reduce inequality in NL by redistributing some
of the income and wealth that are extracted from the
economy by wealthy persons and corporations to lower

NL distribution of GDP: lots for
corporations, less for people
Newfoundland and Labrador has one of the highest GDP per capita levels among the provinces, at
$63,341 per person – more than $10,000 higher
than Ontario. And yet, poverty is common in
NL. Why?
It turns out that corporations and their shareholders (often foreign) take a lot of that GDP while
individuals get relatively little; as a proportion
of GDP per capita, median income is the secondlowest of all provinces, at 48 per cent.1 The
other Atlantic Canada provinces – PEI, NS and NB
– average over 70 per cent income-to-GDP ratios.
A greater share of NL’s GDP has been going to
corporate profits than elsewhere in Canada
(more than twice the Canadian average), while,
a lower share goes to wages (see Gibson and
Flanagan 2014).

1
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Statistics Canada, “Neighbourhood income and
demographics, taxfilers and dependents with
income by total income, sex and age group, annual
(number unless otherwise noted) (CANSIM table
111-0008),” 2016, online, and Statistics Canada,
“Gross domestic product, expenditure-based, by
province and territory (CANSIM table 348-0038,”
2015, online, and Statistics Canada, “Population
by year, province and territory (number) (CANSIM
table 051-0001), 2016, online.

income households, which are more likely to spend
money in the local economies, boosting small business
and driving employment up. In its April 2016 budget,
the government took some initial steps with undoing
some of the regressive income tax cuts. However, it
introduced other regressive revenue measures. There is
a broad range of other policy options the government
should adopt to help reduce income inequality. Some
of these include:
■■

Raising the minimum wage with an ultimate
target of a living wage;

■■

Working toward a guaranteed annual income;

■■

Increasing the income threshold for low income
individuals and families to be exempt from
income taxes;

■■

Adequately funding social assistance programs;

■■

Working to reduce gender and boost the
inclusion of vulnerable groups; and

■■

Supporting labour groups and unions.

3.1.1 Raising the minimum wage
There is a strong moral case for increasing the minimum
wage to allow for decent family incomes, but there are
also social and economic benefits that accrue when the
minimum wage is raised. When it comes to economic
growth, policies helping the poor and middle class
matter the most – increasing incomes for the poorest 20
per cent of the population is linked to GDP growth, while
increasing incomes for the top 20 per cent is correlated
with GDP decline over the medium term (Dabla-Norris
et al. 2015).
Even with the planned increases, NL’s minimum wage
remains one of the lowest in Canada..32 There has been
a movement across Canada to raise minimum wages to
a “living wage” level of $15.00 per hour,33 but the living
wage is region-dependent. For example, recent calculations show the living wage in Halifax to be $20.10 per
32 Government of Canada, “Current and forthcoming hourly
minimum wage rates for experienced adult workers in
Canada”, 2016, online.
33 T. Hennessey, “$15 minimum wage movement spills
into Canada,” Behind the numbers, September 16, 2014,
online.

We can reduce inequality in NL by redistributing some of the income and wealth that are extracted
from the economy by wealthy persons and corporations to lower income households, which are more
likely to spend money in the local economies, boosting small business and driving employment up.
hour, and Whitehorse, Yukon to be $19.12 per hour34
while Winnipeg, Manitoba’s living wage is lower, at
$14.07 per hour Jarosiewicz 2013).
Pending establishment of a NL living wage level, and
using Halifax’s living wage of $20.10 per hour, the NL
minimum wage should be increased over time with a
medium-term target of achieving a living wage level of
approximately $20 per hour. Raising the minimum wage
by approximately $1.00 per year would gradually raise
NL’s minimum wage to the $15.00 level by 2021, and the
Halifax-comparable $20.00+ level by 2026. A more ambitious pathway would involve minimum wage increases
of $1.50 per year, resulting in a $15.00 minimum wage
by 2019, and a $21.00 minimum wage by 2023.35 There
are worries that raising the minimum wage would result
in job loss. Alberta is currently in the process of raising
its minimum wage on an annual basis; Statistics Canada
studied minimum wage increases in Alberta from 1999
onwards, and the results showed no correlation between
minimum wage increase and job loss.36

3.1.2 Guaranteed annual income
Guaranteed annual income37 is different from a minimum
wage or living wage in that the government provides
income support to some or all citizens to ensure that
all have a decent income. The idea has existed since the
18th century and has been proposed by conservatives
and liberals alike. It has taken on a new significance
in political conversations in recent years and is being
34 “Whitehorse’s ‘living wage’ calculated at $19.12 an hour,”
CBC News, June 23, 2016, online; living wage Halifax
$20.10 in Johnston and Saulnier 2015.
35 Minimum wage in NL as of April 2016 is $10.50 per hour.
There would need to be an adjustment in the final year,
as the living wage will have risen by that time.
36 R. Younglai & K. Cryderman, “Small-business owners in
Alberta brace for minimum-wage hike,” The Globe and
Mail, October 1, 2016, online.
37 Also referred to as basic income, universal income,
guaranteed income, negative income tax, guaranteed
minimum income, and unconditional basic income.

actively explored by the federal Liberals.38 Versions of
this policy are being presented as a way of reducing
inequality and poverty levels, as well as a solution for
the potential loss of many jobs from the economy as
the tech industry and robotics replace traditional roles
filled by people.39
Guaranteed annual income policies vary in form; some
are structured to transfer to every person the same
amount, and some are structured to base transfers on
certain criteria, such as income level. The proposed
federal Liberal policy structure for guaranteed annual
income is in addition to, rather than a replacement for,
existing social services. The negative income tax model
of guaranteed annual income would have people with
no other form of income receiving the full payment, and
as income from other sources is increased, the amount
paid would decrease, although not proportionally, to
maintain an incentive to participate in the labour force.40
The positive impacts of guaranteed annual income are
diverse and range from better education outcomes to
lower hospitalization rates. In the 1970s, the Manitoba
government piloted a four-year guaranteed annual
income project (dubbed ‘Mincome’) in the city of
Dauphin. Approximately 30 per cent of the population
received guaranteed payments totalling approximately
$15,000 US per year, in lieu of welfare payments.41 No
final government report on the project was released, but
a later University of Manitoba report showed Mincome
recipients had 8.5 per cent lower hospitalization rates.42
High school completion rates increased, especially for
males. Employment hours for adults did not change
38 In 2014, the Liberal Party of Canada adopted guaranteed
annual income as a party platform. Ontario has recently
committed to a guaranteed annual income pilot
project. In the provincial government’s February 2016
budget, $25 million was set aside for the initiative, and
consultations are set to begin this fall.
39 R. Skidelsky, “A basic income could be the best way to
tackle inequality,” The Guardian, June 23, 2016, online.
40 S.J. Dubner, “Is the world ready for a guaranteed basic
income?” Freakonomics, April 13, 2016, online.
41 Ibid., Dubner 2016; Forget 2011.
42 Ibid., Dubner 2016 and Forget 2011.
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by much, except for women taking more time off after
having a baby.43 This finding is similar to the outcomes
of an American guaranteed income experiment, where
the hours worked by the primary earners were not
reduced, although the secondary earner’s working hours
did decrease.44 Other pilots include Finland, which is
implementing a trial project where between 2,000 and
3,000 citizens will receive payments,45 and the Dutch
city of Utrecht, which is in the planning stages of a
project wherein selected citizens will receive the benefit
regardless of job status.46
There have been suggestions that guaranteed income
policies would increase inflation but these have limited
real world evidence and have been debated.47 Indexing
guaranteed incomes to inflation or productivity have
been suggested as means to mitigate the possible
impacts of inflation.48
There are also risks of downward pressure on wages from
guaranteed incomes. Thus it is important to increase the
minimum wage when working toward a guaranteed
annual income, so that some employers are not induced
to simply cut salaries in anticipation of public support
for low wage earners.
For NL, an initial step toward the guaranteed annual
income would be to increase the Income Supplement.
Current transfers are very modest – less than $50 per
month for a lone parent and child. Doubling the supplement would increase costs at most from $63.7 million to
$127.4 million, an increase of less than 1 per cent of the
budget. The actual cost increase likely would be lower
as the minimum wage should be increased in tandem,
reducing the supplement needed.

43 Ibid., Dubner 2016 and Forget 2011.
44 Ibid., Dubner 2016 and Forget 2011.
45 A. Neuvonen, “Thousands to receive basic income in
Finland: A trial that could lead to the greatest societal
transformation of our time,” Demos Helsinki, August 30,
2016, online.
46 D. Boffey, “Dutch city plans to pay citizens a ‘basic
income’ and Greens say it could work in the UK,” The
Guardian, December 26, 2015, online.
47 S. Santerns, “Why should we support the idea of an
unconditional basic income?” Medium, November 22,
2014, online.
48 Ibid., Santerns 2014.
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Another step toward the guaranteed annual income
would be to enhance the low income tax reduction
program. Like the other Atlantic provinces, NL has a
Low Income Tax Reduction (LITR) program. Under this
program, individuals and families with net income below
a threshold are exempt from paying provincial income
tax. This is different from the “basic personal amount,”
which reduces taxation for all income earners. The LITR
threshold for the 2016 tax year is a net income of up to
$19,031 for individuals or $32,180 for families.49 Partial
tax reductions are available to individuals with a net
income of up to $23,694 and families with a net income
up to $39,436. The LITR threshold is tied to the consumer
price index.
The LITR threshold could be increased to match the
market basket measure (MBM) – a “measure of low
income based on the cost of a specified basket of goods
and services representing a modest, basic standard of
living.” The MBM for a family of four in 2014 was $37,326
in St. John’s, $36,649 for population under 30,000, and
$39,087 for rural families.50 Increasing the LITR exemption threshold, and continuing to index it to inflation
or to the MBM, would help people with low levels of
employment income. However, the Income Supplement
assists those who are in even greater need, and is more
important as a step toward a guaranteed annual income.

3.1.3 Reducing gender and other
forms of social inequality
Not only does NL have significant income inequality,
but women, indigenous people, minorities and other
vulnerable groups experience this inequality the most.
Austerity budgets impact the poor and working families
disproportionately, and in particular they impact women
more than men (Brannen 2016; McIntuff and Lambert
2016). Women in NL make on average $4/hour less than
men, and among Canadian provinces, women in NL
have the lowest median income. Women are also less
likely to work full time than men, and more women than
49 Newfoundland and Labrador Department of Finance,
Low Income Tax Reduction, online.
50 Statistics Canada, “Market Basket Measure (MBM) thresholds
(2011 base) for reference family, by Market Basket Measure
region and component, in current dollars and 2014
constant dollars, annual,  CANSIM Table 206-0093,” online.

men are low income in the province. In addition, the NL
government is disproportionately represented; there are
only three female ministers and only a quarter of House
of Assembly members are female.51 Closing the gender
gap by providing greater access to the workforce for
women and by valuing women’s work through wage
parity boosts the economy.
The Canadian Centre for Policy Alternatives published
a gender-based analysis of the April 2016 budget. They
produced a number of recommendations that would
benefit not only women, but other minority and vulnerable groups, or could be broadened to include other
vulnerable groups. These recommendations include:
■■

Reinstating the Home Heating Rebate program,
which was cut in the April 2016 budget. which
provided financial support for low income
families to assist with home heating costs.52
This cut directly impacts the most vulnerable
populations and the program should be
reinstated.

■■

Implement participatory budget development
and implementation. This would involve public
consultations on future budgets, especially
consultations with women and vulnerable
groups, and a mechanism for ensuring that
consultation results are addressed in the budget.

■■

Consideration within budget documents of how
the budget will impact women and vulnerable
groups differently.

■■

Legislate pay equity.

■■

Continue to ensure adequate funding for
poverty reduction programs, as well as funding
for programs and services aimed at reducing
intimate partner violence; Newfoundland and
Labrador has the highest level of intimate
partner violence among Atlantic provinces.53

51 M. Boone, “25% women: Gains, but no equal voice
in legislature,” CBC News, December 2, 2015, online;
Government of Newfoundland and Labrador, 2016,
Cabinet Ministers, online.
52 The following list is sourced from: Government of
Newfoundland and Labrador, 2016), Detailed expenditure
reductions for Budget 2016-17, online.
53 Statistics Canada, Family violence in Canada: A statistical
profile, 2013, online.

3.1.4 Well-being and equality
through labour rights
The data show a clear connection between higher rates
of unionization and greater income equality, lower
unemployment and inflation, higher productivity, and
speedier adjustments to economic shocks.54 Beyond
the economic benefits, unions in NL have brought us
workplace health and safety rights and policies, universal
health care, unemployment insurance, the weekend,
paid holidays and vacation, public pensions, living
wages, and maternity and parental leave, amongst other
benefits. The decline in unionization in Canada and internationally has been linked
The data show a
to the rise in inequality.55
clear connection
The links between inequality and slower economic
between higher
growth and poorer social
rates of unionization
outcomes were discussed
and greater income
earlier in this report.
equality, lower
unemployment
Despite the obvious beneand inflation,
fits from unionization, the
higher productivity,
federal and provincial govand speedier
ernments in Canada passed
adjustments to
218 pieces of legislation
economic shocks.
since 1982 that have restricted, suspended or denied collective bargaining rights for Canadian workers.56
Recommendation: It is time for a full review of the NL
Labour Code to address the organizing environment
and support workplace democracy for the best outcomes of all.

54 Aidt et al. 2002; C. Gordon, “Growing apart: A political
history of American inequality,”Differences That Matter,
(n.d.), online.
55 F. Jaumotte and C.O. Buitron, “Power from the People”
International Monetary Fund Finance & Development,
51(1), 2015, online.
56 The Foundation for Labour Rights, “Summary of
Legislation Restricting Collective Bargaining and Trade
Union Rights in Canada 1982 – 2016”, (n.d.), online.
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Provincial poverty reduction strategy
In 2006, the provincial government released a
poverty reduction strategy aimed at becoming
the province with the lowest poverty rate in
Canada by 2014. At the start of the program,
NL had Canada’s second highest poverty rate
(Canada Without Povery 2015). In October of
2015, the province achieved their goal, having
the lowest poverty rate in Canada, according to
the low income cut-off (after tax) from 2013.1
This is an admirable achievement, although
there is still work to be done in addressing
multiple aspects of poverty in NL.
The strategy has five goals: Improved access to
and coordination of services for people with low
income; a stronger social safety net; improved
earned incomes; increased emphasis on early
childhood development; a better educated
population. These goals are monitored by a set
of 15 indicators. Findings for the 2014 strategy
update showed that 13 out of 15 indicators
had improved. Some indicators have decreased
since the 2009 update – healthy birth weights
and math and reading scores. Additionally, there
has been slower improvement in the number of
people living in extreme poverty compared to
non-extreme low-income numbers.2
There are, however, disturbing indicators of
poverty that the strategy does not measure.
Child poverty has actually risen; over 20 per
cent of children in the province live in poverty.
And NL has the highest food bank use out of all
Canadian provinces (Canada Without Poverty).

1
2
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Government of Newfoundland and Labrador,
“Investing in a shared prosperity,” October 16,
2015.
Government of Newfoundland and Labrador,
Newfoundland and Labrador poverty reduction
strategy 2014 progress report

3.2 Safeguarding and improving
programs and services
Recommendation: The provincial government needs to
provide excellent services to residents, including:
■■

Restoring programs and services to the levels
prior to the April 2016 budget;

■■

Protecting services from inflation losses through
indexing; and

■■

Improving them where appropriate.

Improvements can include enhancing specific services,
and program outcome reviews. Specific improvements
to services should include extending dental, optical and
prescription drug coverage,57 providing appropriate care
for seniors, universal childcare and early learning, affordable housing for all, free transit, and access to sports and
recreation irrespective of income. Such investments in
the province’s human capital could boost employment,
productivity and economic growth, as well as improving
the lives of those most in need, and providing a safety
net for middle-income people.
To build upon their poverty reduction strategy, the
province should aim to generate more specific targets
with time goals for completion, e.g., reduce the high
school dropout rate by a certain percentage in five years,
with additional goals building upon this first goal. The
program should also target the indicators that have been
decreasing, or increasing by the least amount, such as
educational indicators and the number of people who
live in extreme poverty. Additional indicators should
be added to assess parts of poverty that the current
indicators may miss, such as child poverty, income per
capita, food bank usage, how poverty affects genders
differently, poverty among First Nations and Inuit, as
well as other minority groups, among others. Critics
have also expressed that the program should shift from
simply responding to poverty, toward aiming to prevent
poverty.

57 Newfoundland and Labrador Department of Health and
Community Services, “Medical care plan coverage,” (n.d.)
online.

Newfoundland and Labrador should take steps to
make education more accessible and more fair through
returning to non-repayable grants, including for out-ofprovince and international students, and by providing
funding for:

Rationale: While income redistribution is necessary for
fairness, it is not adequate. There will always be members
of society who require good programs and services, and
the need for them will increase during the recession
and workforce transition. Social programs and services
also provide a range of social and economic benefits.
For example:

■■

Continuing the tuition freeze, and gradually
reducing tuition;

■■

Following the lead of Ontario and New
Brunswick by providing free tuition to lower
income families, with a long-term target of zero
tuition for all; and

■■

Universal childcare would help to ensure that
all of the human capital resources are able to
participate, not just as workers but as producers
and entrepreneurs;

■■

Programs aimed at retaining out-of-province
and international students in province after their
graduation.

■■

Free education (pre-K early learning to
postsecondary) provides an adaptable and
innovative workforce; and

■■

Quality health care and prevention provides
fewer sick days and higher productivity.

Reducing and eliminating tuition
Memorial University has the lowest domestic tuition fees across Canada,1 but the fourth highest foreign student
tuition fees.2 Students have expressed that low tuition fees are an important factor in their choice of attending
Memorial; tuition fees at Memorial have been frozen for over ten years, but the University may be considering
raising fees for 2017.3 As discussed above, the province’s April 2016 budget cut $8 million from Memorial’s
operating grant, and plans to cut $10.6 per year for three years afterward, which the University calculates to be
a net cut of $25 million by 2019-2020.4
Ontario and New Brunswick are introducing free tuition for students coming from lower income families. This
policy will enable more people to access higher education, especially those who previously may not have
been able to attend university at all. Ontario will additionally provide non-repayable grants, rather than loans,
to students over the low-income threshold but under $83,000 in family income.5 Newfoundland and Labrador
was the first province to convert their student loans system to non-repayable grants in 2015,6 although they
recently switched back to a combination of loans and grants for student financial assistance.

1
2
3
4
5
6

Universities Canada, “Tuition fees by university,” (n.d.), online; Cain, P., “University tuition fees in Canada rise 40 per cent
in a decade,” Global News, September 7, 2016, Note: Quebec has lower fees for in-province students, but for out-ofprovince Canadian students, their tuition fees are higher than Memorial’s.
Universities Canada, “Tuition fees by university,” (n.d.), online.
G. Barry, “Low tuition part of the attraction, say new MUN students: Student union claims rare tuition hike planned for
N.L. university in 2017,” CBC News, September 5, 2016.
L. Bird, “Memorial University VP blasts budget cuts in scathing blog post: Noreen Golfman says there isn’t enough
money to keep tuition freeze,” CBC News, April 27, 2016.
M. MacDonald, “Free tuition in N.B., Ontario likely start of new trend: student leader,” CTV News, 2016, April 17, 2016.
J. Ferreras, “Newfoundland drops student loans, will hand out non-repayable grants instead,” The Huffington Post
Canada, August 4, 2015.
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SECTION 4

Sustainable
SUSTAINABILITY, as defined by the Brundtland Commission (1987) is: “meeting the needs of today without
compromising the ability of future generations to meet
their own needs.” The emissions that cause climate
change, often associated with local, health-impairing
emissions, are a growing concern for current and future
generations (see text box).

The vision: a clean,
low-carbon economy
The vision of a jobs-rich, fair and sustainable economy
includes significantly reduced and declining emissions of
local pollutants and greenhouse gases, and significantly
greater and increasing numbers of good, green jobs.

Climate change impacts in NL
The effects of climate change are already being felt in NL – average temperatures are currently 1.5°C higher
than historical temperatures, and are expected to continue to increase, rising by 2.2-4.0°C by 2050. While this
may have positive effects on heating bills and the growing season, warmer temperatures may allow new pests
and diseases (such as Pine Beetle, Lyme disease and cabbage worm) to spread north. They may also increase
the risk of forest fires occurring, accelerate glacier melt, and cause changes to ecosystem structure and function
(the makeup of species in the ecosystem and the way those species interact).
In addition to rising air temperatures, average sea surface temperatures are also expected to increase with climate
change. Already, sea surface temperatures from the past 30 years have been warmer than historically recorded
temperatures as far back as 1880. Continued sea surface temperature increases will affect marine ecosystem
structure and function, potentially allowing the entry of new invasive species, and affecting aquaculture productivity. Additional impacts include a reduction in winter sea ice and an increase in tropical storms and hurricanes.
Sea levels rise is another expected impact of climate change. In NL, sea level is expected to rise by approximately
40 cm by 2050, and 100 cm by 2100. Sea level rise will accelerate coastal erosion, which is significant as 90 per
cent of NL’s population lives on a coast. Additional impacts of sea level rise include saltwater intrusion into
groundwater and soil salination.
Climate change will also cause more extreme weather patterns for NL. Increases in extreme weather will result
in more flooding, both inland and coastal, changes in both freshwater quality and quantity, damage to homes
and physical infrastructure, and increased public safety risks.
Source: Except where noted, from Newfoundland and Labrador Office of Climate Change and Energy Efficiency.

34

Steps toward the vision

4.1 An economy-wide carbon levy

Recommendation: For Newfoundland and Labrador,
early steps toward significantly reduced and declining
emissions and significantly greater and increasing
numbers of good, green jobs include the following:

Recommendation: Following in the steps of provincial
leaders Alberta, British Columbia and Quebec, the NL
government should establish an economy-wide carbon
price. It would do so without increasing the price of
gasoline. It could transition the gasoline tax into a more
broadly applicable climate change pollution levy. The
money that could be raised from such a tax is on the
order of $200 million to $400 million per year, and possibly higher in future (see Section 4 on revenues); this
could finance substantial rebates to lower and middle
income residents, as well as investments in energy
efficiency, conservation, renewable energy and more.

■■

Implementing an economy-wide carbon levy;

■■

Improving energy efficiency and conservation;

■■

Investing in cleaner energy; and

■■

Investing in transit and sustainable
transportation.

Figure 4.1: Newfoundland and Labrador GHG emissions
(projected to 2020) and GHG emission reduction targets
Actual data to 2014 and projected to 2020. Gold diamonds represent 2010 and 2020 GHG emissions targets.
Note: When reduction targets are expressed as a range, the number plotted is from the middle of that range.
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Source: Government of Newfoundland and Labrador Office of Climate Change and Energy Efficiency,
“Climate change consultations,” (n.d.).
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NL’s major emission sources
In 2014, the three largest contributors to NL’s GHG emissions accounted for other 80 per cent of emissions: large
industry (36 per cent, includes oil and gas, oil refining, mining); transportation (34 per cent, includes personal
vehicles, transport trucks, marine transport); and power generation (11 per cent, including the Holyrood Generating Station) (Figure 4.2). Clearly any successful GHG reduction strategy will need to result in significant reductions
of emissions from these three sectors.
Figure 4.2: Newfoundland and Labrador greenhouse gas emissions by sector, 2014.
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Rationale: NL has a high level of emissions – the fourth
highest per-capita emissions among the provinces and
territories.58 And the province is not on track to make its
2020 GHG emissions reduction target. The NL government committed to GHG emissions reduction targets
for 2010, 2020, 2030 and 2050 as follows:59
■■

2010: match the 1990 level of GHG emissions;

■■

2020: 10 per cent below 1990 emissions – NL is
not on track to meet its 2020 target;60

58 Environment and Climate Change Canada, “National
Inventory Report 1990–2014: Greenhouse Gas Sources and
Sinks in Canada,” 2016; Statistics Canada, “Estimates of
population by age group and sex for July 1, Canada, provinces
and territories annual” (CANSIM table 051-0001), 2015.
59 Newfoundland and Labrador Office of Climate Change
and Energy Efficiency, 2011 climate change and energy
efficiency action plans: 2015 update on progress, (n.d.).
60 S. Bailey, “Newfoundland and Labrador introduces
greenhouse gas legislation to cut emissions,” The
National Observer, June 7, 2016.
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Source: Government
of Newfoundland
and Labrador Office
of Climate Change
and Energy Efficiency
“Greenhouse gas
emissions and energy
use in Newfoundland
and Labrador,” (n.d.).

■■

2030: 35 to 45 per cent below 1990 GHG
emissions by 2030; and

■■

2050: goal is 75 to 80 per cent below the 2001
level of GHG emissions.61

Economists have noted that the most efficient and
lowest-cost way to reduce carbon emissions is by using
carbon pricing – essentially establishing a cost of polluting, and then letting each polluter determine for him
or herself.
The Management of Greenhouse Gas Act introduced in
June 2016 is a form of regulation with carbon pricing
included. It mimics the old Alberta model of carbon
pricing, which set a price on emissions above a certain
targeted level. However, it won’t come into effect for
at least two years, and it would only be applicable to
61 Government of Newfoundland and Labrador, “Province
Achieves 2010 Greenhouse Gas Reduction Target”, 2012.

The low emissions opportunity
Governments worldwide are investing in energy efficiency, renewable energy, transit, and other sectors that
create green jobs and help to diversify the economy.1 Globally, it will be more expensive to respond to climate
change impacts than to reduce GHG emissions. By acting now, the NL government can minimize costs while
anticipating and taking advantage of economic and employment opportunities arising from the coming transition to a greener global economy. As more governments reduce their GHGs and green their economies, there
will be an increase in demand for low-carbon products, services and expertise. With the right policies, NL can
set itself up to be a supplier in these areas.
The federal government in Canada has committed to reducing GHG emissions to 17 per cent below 2005 levels
by 2020, and is introducing a nation-wide carbon price in fall of 2016.2 This program will be introduced as a
minimum carbon price for provinces that haven’t implemented a carbon price on their own (93% of Canadians
live in provinces and territories that have either implemented, or are in the process of implementing, carbon
pricing). Thus carbon pricing will be coming to NL, whether it is designed and implemented by the federal
government or the provincial government. NL has the opportunity to be a leader in combatting climate change,
while generating revenues that can support families and local green job creation.
Improving energy efficiency and increasing energy conservation are two significant ways to reduce GHGs, and
they also generate social and economic benefits. Investing in energy efficiency and energy conservation not only
reduces emissions and saves on heating bills; it also creates local jobs and spurs economic growth. In NL, when
$1 million is spent on energy efficiency programming, consumer savings enable them to spend an additional
$0.6 million in the first year and $0.7 million in the long term, and there is an $0.8 million GDP increase in the
first year and a $1.1 million GDP increase over the long term.
NL’s REEP program has reduced home energy bills by $720 per year on average. Higher Energy efficiency and
energy conservation in homes results in more comfortable homes and improvements to mental and physical
health. Businesses also experience lower energy bills, reducing operating and production costs, thereby increasing competitiveness. The new School in Paradise, an energy efficient building, is expected to reduce yearly
energy use by 61.8 per cent and yearly energy costs by 59.6 per cent, compared to a traditional building; this
translates to over $100,000 per year in savings. An additional health benefit of energy efficient buildings is a
reduction in local air pollutants with increased energy efficiency and conservation.3
1
2
3

Newfoundland and Labrador Federation of Labour 2009.
Environment and Climate Change Canada 2016; Government of Canada, Joint Statement on the Carbon Pricing
Leadership Coalition, 2016.
International Energy Agency 2014.

onshore large industry, excluding offshore industry, as
well as Holyrood Generating Station.
In the 2016 budget, the NL government temporarily
increased the gas tax in June of 2016 to 33 cents/litre,
to be reviewed in fall 2016.62 The 33 cents/litre gas tax

applies to motor fuel, but exempts “gasoline consumed
in or by fishing, farming, logging, manufacturing and
processing, transportation by boat, locomotives, generation of electricity and household fuels.” There is also a
tax on aviation fuel, diesel, and home heating fuel.
The government can do much better.

62 Government of Newfoundland and Labrador. “Budget
2016,” 2016.
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The Residential Energy Efficiency Program provides one-time funding of $3,000-4,000 for energy
efficiency retrofits to low income (<$32,500) households. The government should use this program
as a successful foundation and aim to grow the number of buildings receiving retrofits.

4.2 Energy efficiency and conservation

add an additional stream of funding for middle
income residents targeting older buildings,
where the most emissions reductions per dollar
spent can be found. The provincial government
could work with the Federal government to
ensure that the provincial funding leverages the
federal funds in a way that maximizes available
dollars and targets them toward the greatest
energy savings and the greatest number of jobs.

Recommendation: The NL government has many programs already in place to encourage energy efficiency,
and these programs should be expanded to widen their
reach.
Rationale: Energy efficiency upgrades reduce energy
use and have health benefits, in addition to employment
and economic benefits discussed above in Section 2.3,
Good green jobs. According to the International Energy
Agency (IEA), energy efficient buildings are more
comfortable as they retain heat in the winter and stay
cool in summer, and are associated with a reduction in
symptoms of “respiratory and cardiovascular conditions,
rheumatism, arthritis and allergies, as well as fewer
injuries (International Energy Agency 2014).” The IEA
also reports that these improvements to health can
result in the indirect impact of lowered public health
care spending.

■■

Newfoundland and Labrador Hydro and
Newfoundland Power have an information and
rebate program for energy efficiency upgrades
in residential buildings and businesses called
Take Charge. The government could provide
a stronger mandate, and funding support, to
expand the program.

■■

On new builds, the government should
implement greener building standards for new
residential buildings. The current standard is
Canada’s National Building Code. However,
the Build Better Buildings policy sets energy
efficiency standards (exceed the 1997 Model
National Energy Code of Canada by 25 per cent
and, if practical, LEED silver) for new buildings
funded by the NL government. This program
should be expanded to include all new industrial
and institutional buildings, regardless of funding
source. Additionally, the Build Better Buildings
policy should be expanded to incentivize
even higher LEED standards, such as gold and
platinum.

■■

Newfoundland and Labrador Hydro started
the Industrial Energy Efficiency Program in
2010 to perform energy use audits in industrial
buildings. The data from this program should
be used to develop efficiency requirements
in industrial buildings and target funding
opportunities for efficiency upgrades.

The following describes areas where programs should
be expanded to widen their reach.
■■

Over one third of residential buildings in NL
were built prior to 1970. Older homes are less
energy efficient than their newer counterparts,
so energy efficiency upgrades in these older
buildings can result in large energy reductions
and cost savings. In 2013, 67 per cent of
residential energy use came from space heating,
15 per cent came from appliances and water
heating, and 3 per cent came from lighting.

■■

The Residential Energy Efficiency Program
provides one-time funding of $3,000-4,000
for energy efficiency retrofits to low income
(<$32,500) households. The government should
use this program as a successful foundation and
aim to grow the number of buildings receiving
retrofits. The program should continue to
provide retrofits for low-income households, but
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4.3 Renewable energy
Biomass cogeneration in Corner Brook
Recommendation: The provincial government should
focus on encouraging other renewable energy projects
(e.g., wind power and solar) to contribute clean energy
to the grid. These should be done in the form of publicly
owned and invested projects (i.e., solar or wind farms,
biomass facilities), allowing the government to ensure
the quality of the jobs and control prices, rather than
small, one off private projects. In smaller, remote communities, small-scale renewable energy infrastructure
can be built (i.e., combined biomass, wind and solar) and
incentives designed to support transitions (see text box
Ramea wind-hydrogen project on page 40).

The biomass cogeneration plant in Corner
Brook burns waste from the paper mill in town
and produces electricity and steam, which are
then routed back into the mill to be used for
paper-making. The plant also produces energy
for Newfoundland and Labrador Hydro. Corner
Brook’s cogeneration plant is the first of its kind
in NL, and can be used as an example for other
communities or individual owners are a creative
way to use waste and generate energy.

NL announced a net metering program in 2015, although the policy has yet to be finalized, as the utilities
haven’t submitted their proposals for the policy.63 The
province should develop a plan for the future of energy
production and draft policies that build good green jobs.
This requires weighing policies and incentives such as
net metering against options for public investment in
infrastructure.

The government needs to immediately re-evaluate
Muskrat Falls and, if it proceeds, implement changes to
Muskrat Falls to ensure that it is sustainable, respects
indigenous rights, and mitigates impacts as much as
possible.

Muskrat Falls
The Lower Churchill Hydro Project, including
Muskrat Falls, is beset by problems ranging from
budget over-runs to significant adverse impacts
on ecosystems and communities upstream of
the dam. However, the provincial government
has indicated its intent to still proceed with the
project, likely due to punitive cancellation costs
in contracts signed by previous provincial and
federal Conservative governments. (Although
such deals are typically secret and kept away from
the eyes of citizens, the government has indicated that cancellation of the project is financially
unfeasible). Indigenous groups and Labradorians
have suggested changes to the project.

63 A. Fitzpatrick, “Another four months, net metering wait
continues,” The Telegram, September 22, 2016.

Rationale: There are good green jobs in renewable
energy, and of course clean energy systems are essential
for reducing GHG and local smog emissions. The Lower
Churchill Project, despite its extensive problems (see
text box Muskrat Falls), will allow the highly-polluting
Holyrood power plant to be shut down. With the
completion of Muskrat Falls, NL’s energy grid will be 98
per cent renewable.64 However, a recent report found
that the province will eventually need new power
sources in addition to Muskrat Falls in order to achieve
energy security and reduce the risk of power outages.65
Additionally, there are many homes without access to
the grid that continue to rely on sources like diesel.
There is also the possibility of producing renewable
energy for sale to other jurisdictions aiming to green
their grids.66 Renewable energy initiatives create green
jobs in technology research, design and manufacturing
as well as installation and maintenance.

64 Nalcor Energy, “Energy,” (n.d.), online.
65 A. Delaney, “Still risk of major outages even after Muskrat
Falls, says report on N.L. power supply,” CBC News, August
19, 2016.
66 G. Barry, “Ball pitches green N.L. power to American
governors,” CBC News, August 29, 2016.
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Ramea wind-hydrogen project
The Ramea wind-hydrogen diesel experimental project is an example of how NL can become a leader
in renewable energy technology development and bring renewable energy infrastructure into remote
and indigenous communities.1 Ramea is a remote community on a small island off of Newfoundland.
The project is a research and development initiative, and is said to be “one of the first in the world to
integrate wind, hydrogen and diesel generation into one isolated electrical system.”2 During times of
low grid load when the wind is blowing, the electricity from the turbines is converted to hydrogen
gas and stored. This hydrogen gas can then be converted back to electricity for use at a later time. The
wind-hydrogen project has reduced annual fuel use in Ramea by approximately 18 per cent, translating
to annual GHG reduction of 710 tonnes and 190,000 less litres of diesel used.3 This technology could
be used in other remote communities in NL, and marketed for export, helping to build a renewable
energy technology market in NL while creating good, green jobs.4

1
2
3
4

Natural Resources Canada, “Ramea Island,” (n.d.), online.
J. Green, “Blowin’ in the wind: Harnessing the power of natural resources to create renewable energy,”
Memorial University Gazette, May 3, 2016.
Ibid., Green 2016.
Government of Canada 2011.

NL has the opportunity for significant renewable energy
development in the realm of wind, tidal, bio-energy, and
solar. Most of NL’s current renewable energy capacity
comes from hydroelectricity. There has been some wind
development in the province: for example NL Hydro
has purchase agreements in place for 54 megawatts
of wind power, and a 180 megawatt project is being
planned.67 The provincial government should accelerate
the development of wind power projects through public
equity investments and other policies.

creates GHG emissions. Transporting diesel risks spills,
which can cause significant environmental damage.
Emissions from burning diesel in these communities can
cause negative health impacts.68 Investing in small-scale
renewable infrastructure would create installation and
maintenance jobs in rural and indigenous communities
– building capacity and workplace skills, while reducing
GHG emissions and improving community health.

As of 2011, NL had 28 remote communities. Of these, 24
rely fully on diesel for energy, and one relies partially on
diesel. Over half (16) of these remote communities are
indigenous. Small-scale renewable energy production
is important for these communities. Burning diesel produces GHG emissions. Diesel must be transported into
these communities, and the transportation process also

67 Nalcor Energy, “Safety and environment,” (n.d.), online.
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68 Natural Resources Canada, Status of remote/off-grid
communities in Canada, 2011.

4.4 Sustainable transportation

4.5 Other sectors

Recommendation: Greener transportation in NL is challenged by the highly rural population. For urban centres,
policies should focus on expanding public transit and
encouraging cycling and walking and for rural NL, the
focus should be on encouraging uptake of electric
vehicles. This could take the form of a rebate program
for electric vehicle purchases, rebates or grants for towns
or businesses to install electric vehicle charging stations,
or similar incentive programs. These steps should be
accompanied by an informational campaign to increase
awareness of the health and financial benefits of sustainable transportation.

The government can work toward making a more
sustainable economy in many other sectors, such as
local food production and sustainable aquaculture,
and through green and local procurement, as discussed
above (see Section 2.3, Good green jobs).

Rationale: Transportation accounts for one third of NL’s
GHG emissions, making it essential to reduce emissions
from this sector in order for the government to meet
its GHG emission goals. A permanent carbon price (see
section 4.2) will help provide incentive to purchase
more fuel-efficient vehicles, to drive less, and to carpool
and use transit and active transportation (walking and
cycling) more often. While the gas tax may in the longer
term encourage greater usage of transit in public areas,
more incentive is needed to spark a major shift.69 In
addition to the carbon price, government can make
investments in sustainable transportation infrastructure
and operations, effectively boosting supply of sustainable transportation options. Greener transportation
policies create green jobs in planning, construction and
maintenance and repair, as well as jobs in transit vehicle
operation electric vehicle sales and maintenance, and in
installing and maintaining charging stations.

69 G. Bartlett, “Metrobus says cultural shift needed to get
Newfoundlanders on public transit,” CBC News, June 19,
2016.
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SECTION 5

Bringing the budget into balance
The vision: a budget balanced
over the business cycle
The vision for a jobs-rich, fair and sustainable economy
includes a provincial budget that raises adequate
revenues to support jobs and fairness, and is balanced
over an appropriate term.
Balancing the budget in the appropriate term means
not bringing a budget from deficit to balance during
single year or during a recession, which would be beyond foolish. Governments need to counterbalance the
swings of the business
This report recommends
cycle, spending when
the economy is weak,
taking a longer-term
and saving a portion
vision, balancing the
of revenues when the
books by steadying the
economy is strong
economy through the
and tax revenues are
recession and supporting
higher. This means
population, employment
that over the period
and diversification to
of successive business
broaden the tax base
cycles, the provincial
in the longer term.
budget is balanced.
This report recommends taking a longer-term vision,
balancing the books by steadying the economy through
the recession (stimulus through borrowing) and supporting population, employment and diversification
to broaden the tax base in the longer term. Delaying
balancing the books in this context can mean better
outcomes overall for the economy and better long-term
revenues for government. This does not mean no action
in the short term, it means countercyclical action.
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Steps toward the vision
Early steps toward a budget that is balanced over the
business cycle include the following:
■■

Regaining perspective on debt, and setting an
appropriate level of ambition;

■■

Strengthening sustainable revenue sources; and

■■

Increasing local government access to ownsource revenues.

5.1 Setting an appropriate level
of debt reduction ambition
Recommendation: The government should ease back
on the level of ambition in its deficit reduction. It is
worth noting that much of the current provincial debt
is at high borrowing rates (up to 10%). There should also
be a review of all of the government’s debt, including
clear accounting of what the debt was borrowed for,
the creditors, and the terms with a view to the potential
for consolidation at lower rates or renegotiation. The
government should consider borrowing money now at
long terms and extremely low interest rates so it can pay
down it remaining high interest debt as it comes due.
Rationale: The provincial debt has been characterized
as a crisis, but the real crisis is unemployment. Some
perspective is necessary on the debt.

Governments are not the same as households
Sometimes, politicians and the media like to compare governments to households, arguing that
governments should not carry debt, that spending should always be reduced, etc.
This analogy is deeply flawed, as it ignores significant differences between households and governments. For example:
■■

Households generally have no options to change their incomes in the short term.
Governments, in contrast, generally have the ability to increase or decrease their revenues
through passing bills in the legislative assembly.

■■

Households tend to face high borrowing rates. Governments have among the lowest
borrowing rates.

■■

Households generally have limited impact on well-being outside the household when making
financial decisions. In contrast, governments are responsible for the economy, and their
spending and borrowing decisions can have profound impacts on their citizens, creating
poverty, or helping them thrive.

Governments have an important role to play in spending to support households and families that
need it, especially in difficult economic times, balancing the economic cycles of recessions and booms.

First of all, it is very common for governments to increase
debt levels (run deficits) in times of economic recession.
And although the debt level has been described as high,
the scale of the debt needs to be compared to GDP; the
capacity of government to raise revenues depends in
large part on the size of the economy. It turns out that
NL’s debt-to-GDP ratio (2014-15) puts it at the low end
for provinces and much lower than it was in the 1990s.70
Also, now is a good time to be borrowing; interest rates
are historically low.
The April 2016 budget reduced the deficit substantially
– by a third, or about $1 billion, compared to what it
would have been. Future reductions, if any, can be much
smaller. It is important to bear in mind that a recession
is the right time to be running deficits and providing
stimulus spending, not to be cutting.

70 Royal Bank of Canada, “Canadian federal and provincial
fiscal tables,” RBC Economics Research, September 15,
2016.

Finally, although it is never possible to forecast with 100
per cent accuracy, it now appears that the government’s
April forecast for the 2016 oil price may have been low, at
$37 per bbl.71 S&P is forecasting $42.50 for rest of 2016.72
So provincial resource revenues may be higher than
anticipated (the 2016 Fall Economic Update predicted
oil royalty revenues to be $99 million more than what
was estimated I April 2016), which would help to reduce
the deficit.73
Likewise, in 2017, revenues may be higher than anticipated. While the government’s forecast for GDP was to
shrink by 3.3 per cent, the private sector average forecast
was only 0.6 per cent shrinkage.74
71 Government of Newfoundland and Labrador, Selected
economic indicators, Newfoundland and Labrador 20072021, 2016, online.
72 K. Barnato, “S&P hikes oil price forecast for 2016,
says demand growth likely to continue,” CNBC, 2016,
September 21, 2016.
73 Government of Newfoundland and Labrador, “2016
Fiscal and Economic Update,” 2016.
74 Government of Newfoundland and Labrador, “Growth in
real gross domestic product (GDP),” 2016.
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5.2 Strengthening sustainable
revenue sources
Recommendation: The government needs to take
further steps to maximize revenues including but not
limited to:
■■

Implementing a climate change emissions levy;

■■

Raising corporate income tax and capital tax;

■■

Further reinstating personal income taxes;

■■

Review and implement other revenue options;
and

■■

Review and restructure revenue instruments
that disproportionally impact on those with
lower incomes.

Rationale: A large part of the province’s debt is the result
of irresponsible tax cuts by the conservative government
when the economy was strong and oil revenues were
high. Instead of saving for a rainy day, the government
cut its own revenues. In 2007, the government had
proudly trumpeted to the media that this was the
“largest tax cut in the history of Newfoundland and
Labrador.”75
However, the reality of tax cuts is that they make it harder
to balance the budget. The budget fell into deficit after
the tax cuts were made, and while oil was still over $100
per barrel. The current government recently provided
a sober assessment: “From 2007 to 2011, the previous
administration provided large tax reductions that were
not sustainable.”76 Per-GDP revenues are below the
average for other Atlantic Canada provinces. If those
per-GDP revenues were the same today, the province
would have more than $1 billion in additional revenues.
Newfoundland and Labrador has a revenue problem.
The government has taken some initial steps to address
this revenue problem, but needs to go further. A number
of potential revenue sources are outlined below. Note
that the scope of this paper did not allow for a detailed
analysis of the revenues that could be raised by all the
75 Government of Newfoundland and Labrador, “Largest tax
cut in the history of Newfoundland and Labrador,” April 26,
2007.
76 Government of Newfoundland and Labrador, Budget
2016: Revenue Action, 2016.
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potential sources. It behoves the government to do that
work, leaving no stone unturned in the effort to ensure
that revenues are maximized so that jobs and fairness
can be protected.
Note also that any of the following revenue enhancements, in isolation, could have negative impacts,
particularly on lower-income residents. It is important to
note that there are ways to tailor many revenue instruments to reduce those impacts, and additional ways to
reduce or eliminate impacts by using revenues raised
for targeted programs or transfers.

5.2.1 Climate change emissions levy
An economy-wide climate change emissions levy should
be based on how much carbon emissions a fuel releases
(see Section 4 above for details). Based on experience
and projections in other jurisdictions, a carbon tax
could raise $200M to $400M or more per year – more
when rates rise.77 The impact could be offset for lower
income households and rural households; Alberta, for
example, has structured their carbon tax rebate to make
the majority of households better off than they were
without the tax.78

5.2.2 Corporate income tax and capital tax
The corporate income tax rate should be raised from
15 per cent to 16 per cent, which is also the rate for
77 By comparison BC’s carbon tax and Alberta’s carbon
levy have effective rates of approximately 6.7 cents
per litre of gasoline, and raise on the order of $1B to
$2B per year. Newfoundland’s population and GDP are
smaller (and it’s oil industry is smaller than Alberta’s). The
federal government has announced that a carbon price
will apply in all provinces, with a rate rising well above
the rates adopted to date by BC and Alberta. The April
2016 budget’s 16.5 cents/litre fuel tax increase, forecast
to raise $143 million, was described as temporary, but
without an expiry date provided. The net revenue impact
of shifting to a broader-based carbon price would be
temporarily reduced accordingly during the notional
period of the temporary fuel tax. Increases in the carbon
price or rate are anticipated widely across Canada and
globally.
78 Government of Alberta, “Carbon levy and rebates,”
online.

Nova Scotia and PEI. Note that the NL CIT rate was 16
per cent in the 1980s, and 17 per cent in the early 1990s,
prior to cuts. This should raise approximately $17M per
year. The government should also apply the capital tax
(currently on financial corporations) evenly to cover all
large corporations.

■■

Registration of deeds (land transfer tax): The
fee for registration of deeds effectively operates
as a land transfer tax – a tax paid as a percentage
of the price for a property transfer. Many land
transfer taxes are progressive in nature, with
lower rates for lower-cost properties, higher
rates for pricier properties, and exemptions
for first time home-buyers. Newfoundland
and Labrador’s flat fee should be increased for
higher-priced property, making it progressive.

■■

Junk food tax: Generally, the tax system should
“tax bads, not goods.” Revenues from a junk
food tax could support healthy food programs
for children, health care spending, community
active transportation infrastructure, etc., or
could be used to forestall
The Conservative
increases in other taxes.
government cut
Tax expenditures are
personal income tax
spending that is carried out
rates drastically in
through tax deductions,
2007, the lion’s share
rebates, credits, and the like,
of which went to the
rather than through cutting
top income brackets.
cheques or providing

5.2.3 Personal income tax
The Conservative government cut personal income tax
rates (PIT) drastically in 2007, the lion’s share of which
went to the top income brackets. Subsequent conservative
and Liberal governments have since partially reinstated
those rates, making them somewhat more progressive.
However, the rates are still lower than they were in 2007
for those with higher incomes in NL, and NL PIT rates are
still under those of NS and PEI and well below historical
rates. Everyone can contribute to reducing the deficit, but
those with modest incomes and disadvantaged people
should pay less, and those with higher incomes – who can
afford to pay more and who disproportionately benefited
from the boom – should pay more. Increasing rates to the
level of Nova Scotia’s would approximately generate an
additional $38 million and PEI’s $36 million.

■■

services. Tax expenditures
tend to operate in favour of people middle
or high incomes (Citizens for Public Justice
2015). The government should review tax
expenditures, as the federal government is now
doing. The review would focus on the impact of
existing tax expenditures on jobs, fairness and
sustainability, reducing or eliminating those with
negative impacts, and thereby bringing in more
revenues.

5.2.4 Other revenue enhancements
The government should develop options around a
number of other revenue enhancement opportunities,
for example:
■■

■■

Royalties: The government should fund an
independent, third party review of royalties
collected on resource extraction with the
goal being to only sell Newfoundlanders’ and
Labradorians’ resources at the highest price that
the market will bear.
Windfall profits tax: The government should
institute a windfall profits tax that would capture
unearned revenues, as has been done in other
jurisdictions. While this tax would not be expected
to bring in substantial revenues in times of low
resource prices, it would ensure that excess
profits do not escape the jurisdiction, and enable
payment of debt, when prices are high.

■■

Federal cost shares and stimulus spending
should also be maximized. Alberta has leveraged
additional stimulus dollars due to the oil price
crash. NL is heading towards an even worse
unemployment crisis than Alberta. The Federal
government should be providing transition
program funding for workers, particularly in rural
resource based communities, rural development
funding for diversification and more general
stimulus funds. The province should be
more actively calling publicly for those new
contributions and lobbying.
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5.2.5 Revenue reductions
While the other opportunities in this section note ways
to raise money to protect vital services and infrastructure investments, there are also places where it may
be appropriate to make some revenue reductions. The
government should:
■■

Review all user fees to determine which ones
affect lower income or fixed income people the
most, and restructure, reduce or eliminate those;

■■

Review the HST, to look for suitable exemptions
(e.g., on books); and

■■

Review the impact of the (amended) deficit
reduction levy, and ensure that it is at least
as progressive as personal incomes tax rates
for those who pay it (those with incomes over
$50,000).

5.3 Increasing local
government revenues
Local governments can only raise funds in the manner allowed by provincial legislation, and provincial legislation
tends to be restrictive. What funds municipalities cannot
raise, they must seek from other levels of government.
Amending the legislation to provide local governments
greater access to revenue streams can help make those
local governments more effective, while reducing the
future pressure on provincial funds.

5.3.1 Unincorporated communities
Recommendation: The government should close the
unincorporated communities loophole, offsetting costs
of services for municipalities and the province.
Rationale: As of 2013, there were approximately 300
unincorporated communities and over 50,000 residents
who were not paying any property tax.79 There are two
different types of unincorporated communities in NL:
79 CBC News, “How thousands of people don’t pay a dime
in property tax: Hundreds of communities don’t have
property taxes,” CBC News, September 17, 2913.
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local service districts, in which residents are required
to pay a fee to neighbouring municipalities in return
for limited services, and other communities that are
legally undefined. The provincial government funds
road maintenance and snow clearing in these unincorporated communities. This situation has created an
environment where businesses locate themselves just
outside of municipal boundaries to avoid paying taxes
and real estate agents use the lack of required taxes as
an incentive for purchasers to buy in unincorporated
areas.80 Although property taxes are not as progressive
as other instruments, they can, and should be structured
to be progressive and closing this loophole would help
to make it fairer.

5.3.2 Municipal revenue-raising options
Recommendation: The government should take the
necessary measures to open a broader set of options
for municipal revenue-raising, particularly those that
are more progressive than the property tax, and can
reduce the reliance of municipalities on property taxes
while reducing the regressivity of the overall municipal
revenue raising system.
Rationale: Property taxes are the largest contributor
to municipal revenue in NL currently; in 2010, property
taxes made up 46 per cent of municipal revenue (Locke
2011). Property taxes are regressive in nature, as those
with the lower incomes spend a relatively higher proportion of their income on property taxes than those
with higher incomes. Property taxes are also inelastic
and don’t grow with the economy; this means that
municipalities must raise tax rates as the economy grows
and municipal costs grow, and raising tax rates is often
met with resistance, leaving property tax rates to lag
behind inflation. This issue came to light in NL in late
2015, when properties were re-assessed and many home
assessments significantly increased.81 People expressed
their desire for municipalities to explore other avenues
for raising revenue.

80 Ibid, CBC News.
81 CBC News, “Towns want property tax replaced with new
revenue sources,” CBC News, October 18, 2015.

According to the Municipalities Act, NL municipal
revenue collecting options include: business tax, direct
seller’s tax, water and sewage tax, local improvement
assessment, utilities tax, and charges for collection and
disposal of solid waste.82 Saint John’s has the additional
options of an accommodation tax, deed transfer fee,
licence fee, and accommodation tax.83
■■

■■

Municipal income tax: A municipal income tax
is an attractive option because it is progressive
(where many of the instruments listed below
are not) in that it reflects an individual’s
ability to pay, and is elastic so will grow with
the economy (although the downside of
this elasticity is increased unpredictability
depending on the state of the economy).
Barriers to adopting a municipal sales tax
include the cost of administering and collecting
the tax, and if income taxes are implemented
independently and vary between municipalities,
municipal income tax policies and rates may
influence where people choose to reside. A
report published in 2011 for Municipalities
Newfoundland and Labrador found that if a
municipal income tax of one percent were
piggybacked on the provincial income tax,
this would increase the fiscal capacity of
municipalities in NL by 20.7 per cent on average
(Locke 2011). In NL, a municipal income tax is
not currently allowed, but the legislation can be
amended.
Local improvement assessments: Local
improvement assessments are fees collected
when permits are issued for a new development,
and are used to offset the cost of providing
municipal services to the new development.
Local improvement assessments are
implemented to ensure that the developer
pays for the services that the development will
use, rather than taxpayers most of who live
elsewhere. These fees can be designed so that
charges are implemented by development
type, or by geographical zone, in order to

82 Municipalities Act, Statutes of Newfoundland and
Labrador 1999, M-24.
83 City of St. John’s Municipal Taxation Act, Statutes of
Newfoundland and Labrador 2006, C-17.1.

ensure that the true cost of providing services
is reflected. For example, it may cost more to
build new infrastructure to provide services for a
development in an outlying area, and a welldesigned development charge takes this into
account. Local improvement assessments are
levied in some, but not all of NL’s municipalities.
■■

Taxation of cable TV companies and utilities:
Utilities include providers of cable television,
phone, fax, power, and hydro. Municipalities
can tax payments that customers pay to
these utilities, as well as taxing the utility as
a business at a rate up to 2.5 per cent of the
gross revenue of the utility.84 As of 2014, many
municipalities taxed the utility, but most did not
tax customers’ payments (reasons include optics,
lack of administrative capacity, inconsistent
implementation due to utilities’ resistance to
changing their billing process).85 Elsewhere
in this report transfers to offset lower income
households are covered.

■■

Business tax: Municipalities can levy a business
tax based on the assessed value of the property,
or on the gross revenue of the business.86
Business taxes can vary according to business
class, which allows an opportunity to encourage
local businesses.

■■

Water and sewage tax: This tax is collected
from property owners that are connected to the
municipality’s water and sewage infrastructure.
The rate for this tax can be either fixed or
metered, and can vary depending on building
type or class.87

■■

Charges for solid waste collection and
disposal: The municipality can charge property
occupants for this service.88

84 Taxation of utilities and cable television companies act,
Statutes of Newfoundland and Labrador 1992, T-0.1.
85 Municipalities Newfoundland and Labrador 2014.
86 Municipalities Act, Statutes of Newfoundland and
Labrador 1999, M-24.
87 Ibid, Municipalities Act.
88 Ibid, Municipalities Act.
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■■

Municipal sales tax: The NL government
recently announced that municipalities will
begin to receive some of the provincial portion
of the HST, and that amount will increase over
the next three years.89 However, this will not
help the provincial fiscal balance. A separate
municipal sales tax would improve the books of
municipalities. A 2011 report for Municipalities
Newfoundland and Labrador estimated that a
municipal sales tax of 1 per cent would increase
the fiscal capacity of municipalities in NL by
an average of 15.7 per cent (Locke 2011). Sales
taxes are elastic and respond to economic
growth, meaning the revenues would grow with
the economy. A municipal sales tax would apply
to residents as well as those who travel to the
community to purchase goods, which would
partially address the problem of people living
in unincorporated communities who pay no
property taxes traveling into municipalities to
purchase goods and use services. A municipal
sales tax is currently not available, but provincial
legislation can be amended to allow it. Sales
taxes are regressive as they do not reflect an
individual’s ability to pay, although revenues
from sales taxes can be used to support
programs and services that benefit lower
income people. A sales tax, like an income tax,
if applied differently between municipalities,
could influence decisions about where to shop.
However, this could be addressed by having
the tax managed by the province, which would
also reduce the cost of individual municipalities
administering and collecting the sales tax.

89 J. McLeod, “Province rolls out $46 million for
municipalities,” The Telegram, April 29, 2015.
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■■

Excise taxes: Excise taxes are taxes on specific
goods or services, as opposed to a general
sales tax. For example, the municipality of
Saint John’s Excise has the power to levy an
accommodation tax and an entertainment tax,
which are examples of excise taxes. Allowing all
municipalities across the province to implement
accommodation and entertainment taxes could
provide financial assistance for other regions
that are growing their local economies through
tourism.

The NL government needs to ensure that municipalities
have the capacity to raise sufficient funds to cover their
expenses, and raise them in a manner that is not regressive. By bolstering local government fiscal capacity, the
provincial government can manage future demands for
provincial funding, helping to balance the provincial
books.
Implementation of the steps in this section should,
over time, increase public revenues in a fairer and more
sustainable way. Maximizing revenues in the short term
is key to balancing the books in the longer term through
growing a more diverse, more sustainable, and fairer
economy.

SECTION 6

Concluding Remarks
NEWFOUNDLAND AND LABRADOR is facing a set of
unique challenges that must be met with a pro-active
long-term vision. The province is experiencing fiscal challenges driven by oil prices plummeting and government
policies that prioritize attracting foreign investment over
growing industries locally. NL’s population is aging, the
province needs to keep young workers as well as attract
and retaining immigrants, and the rural-urban divide
continues to grow. NL’s budget 2016 cut social programs
and services, disproportionately impacting women and
the vulnerable, at a time when need is rising, and cut
jobs at a time when NL’s unemployment is reaching crisis
levels, while taxes were not even reinstated to their pre2007 levels for the wealthy. The government’s fall “Way
Forward” promises more of the same. The government
is at a crossroads leading into the next budget: one
path leads to greater unemployment, out-migration
and economic losses, while the other path leads to
diversification, quality jobs and fairness.
It is time for a profound change of direction to put the
province on the higher road. In this discussion paper,
we propose a vision for a jobs-rich, fair and sustainable
future in NL. The vision laid out in this paper is long-term,
but we lay out steps that can be taken today to implement the foundations of this vision and set NL on track
toward a better future. In the final section of the paper
we discuss the province’s fiscal situation and outline a
set of recommended steps that the government can take
to become more fiscally responsible.

Our vision of a jobs-rich NL focuses on the quality, not just
the quantity of jobs. The steps toward this vision include
protecting existing jobs in both the public and private
sectors, as these existing jobs support current well-being
and economic demand, and will be the foundation for
future growth. The province’s industrial strategy should
refocus away from attracting foreign investment, and
instead invest in social capital, diversification, procurement, and value-added industries. By building on local
strengths and resources,
NL will be more insulated It is time for a profound
from the boom-bust cycles change of direction to
of global commodity prices. put the province on
Job creation should focus the higher road. In this
on quality, with union pro- discussion paper, we
tections, living wages and propose a vision for
good social benefits. This a jobs-rich, fair and
will help attract and retain sustainable future in NL.
young and working-age
people while maximizing the circulation of revenues in
the local economy. NL should pursue a more aggressive
green jobs strategy across sectors, encouraging quality
jobs that are environmentally sustainable, reducing the
province’s GHG emissions and improving quality of life.
Fairness is another pillar of our vision for NL’s future.
Too much inequality is a drag on economic growth, and
NL currently has a very skewed economy. In our vision,
the worst-off child born in this province should have a
realistic chance at a good life. A long-term goal for NL
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is to narrow the gap between wealthy and others in
terms of both income and quality of life. Some of the
steps toward this include raising the minimum wage
with a long-term goal of legislating a living wage,
working toward a guaranteed annual income and free
tuition, increasing the low income tax-exempt threshold,
adequately funding social assistance programs including
universal child care and long-term care, implementing
policies that reduce gender inequality, support the
inclusion of other vulnerable groups, and supporting
labour groups and unions.
The vision for an environmentally sustainable NL
involves significant reduction of GHG emissions and
local pollutants, as well as creating many good, green
jobs. With the right policies and funding, NL can create
green jobs in many sectors. Steps toward this vision
include implementing an economy-wide carbon levy,
improving energy efficiency and conservation, investing
in clean energy, and investing in transit and sustainable
transportation. There are additional sectors where the
government can create green jobs, and these include:
local food production, aquaculture, and green and local
procurement.

We hope that our report ignites a conversation
about further steps. It is important that citizens
of Newfoundland and Labrador participate in
the democratic process by raising their voices
for a better future, holding our government
accountable to its goals, and demand that
government be transparent at all stages. The
good news is it’s not too late to change course.
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Finally, we address the reality that the government needs
to bring the budget into balance and become more fiscally responsible. The government should aim to steady
the economy through the recession, using stimulus and
deficit actions, while supporting population growth,
employment growth and diversification, which will
broaden the tax base over the longer term. NL should
set an appropriate level of debt reduction ambition,
strengthen sustainable resource revenues and increase
local government revenues. Increasing taxes on the
wealthy and corporations and redistributing those revenues through public sector employment and programs
is a critical part of the vision. This will not only help to
address fairness but it will help to stimulate economic
growth by reducing inequality as well as ensuring that
revenues are put into the hands of those most likely to
spend them locally on good and services, generating the
much needed activity to keep the private sector strong.
The aim of this discussion paper is to spark a conversation about an alternate path forward for NL, one with
that focuses on creating good jobs, emphasizes fairness, works toward environmental sustainability, and
adopts a realistic, long-term view of how to manage
the provincial budget. This paper is limited in scope
and thus, not a comprehensive list of the options open
to the government; it is a set of doable actions that we
believe will be a good start. We hope that our report
ignites a conversation about further steps. It is important
that citizens of NL participate in the democratic process
by raising their voices for a better future, holding our
government accountable to its goals, and demand that
government be transparent at all stages. The good news
is it’s not too late to change course.
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APPENDIX B

April 2016: A budget that
limits jobs and growth
IN APRIL 2016 the newly anointed Liberal government embarked on a path to tackle the deficit through
a combination of tax increases and spending cuts. The
vision of the government’s April 2016 budget was to cut
the deficit by one third and return to surplus by 2022.
To achieve that goal, the budget created a great deal
of pain. With cuts to vital programs and services, layoffs
that cascaded throughout the public and private sectors, and regressive user fees and levies. All residents
were affected. Women and vulnerable people were particularly affected. The government identified balancing
the books as a goal worth the cost in terms of job losses
across both the public and private sectors.
The budget’s myopic obsession with slaying the deficit
is casting tens of thousands out of work, and sending
young families out of the province and risks devastating
the Newfoundland and Labrador’s economy. It was the
most controversial budget in decades, and perhaps in
all of the province’s history. Citizens protested, day after day. The premier quickly became the least popular
in Canada.
Despite a stable outlook for oil production, the government’s austerity budget and a lower trajectory
for investment spending will cause steady declines
in provincial GDP for the next two years with knockon implications for employment growth and the
unemployment rate. — RBC1

Certainly, the poorly planned Conservative tax cuts
in times of plenty meant that the coffers were not full
when the price crash hit (Conservative government tax
cuts caused about $5 billion of debt, and resulted in
deficits even when oil was at $100 per barrel). Those tax
cuts went disproportionately to the higher tax brackets
and increased the already heavy reliance of the Treasury
and the economy on revenues from oil extraction. The
Liberal government’s April 2016 budget did repair some
of the damage caused by irresponsible Conservative tax
cuts. It restored some taxes part way, e.g., corporate income taxes and personal taxes. But it left the revenue
system skewed too favourably to the rich while contributing to crisis level unemployment.

Crisis: unemployment, aging
population, out-migration
The government has chosen to zero in on the deficit as
the priority economic crisis at the expense of addressing unemployment or the aging population, in fact
acknowledging that it will be making unemployment
worse. Unemployment will be reaching crisis levels as
the budget changes unfold with an estimated one in
five NLers unemployed at the peak. As of July 2016, the
unemployment rate in NL was 12.8 per cent, the highest among Canadian provinces, and almost double the
national rate of 6.9 per cent (Table A1).2 The budget cuts
2

1
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Royal Bank of Canada. (2016). Newfoundland and
Labrador. Provincial Outlook, June 2016, online.

Statistics Canada. (2016). Labour force survey estimates
(LFS), by sex and age group, seasonally adjusted and
unadjusted (CANSIM Table 282-0087), online.

mean the direct loss of 650 FTE positions and 2,500 to
3,000 other job losses in the public and private sectors;
the jobless rate is expected to rise to 19.8 per cent by
2019. This is on top of over 1,200 in positions cut by the
previous government.

Table A1: Unemployment rate
by region in Canada, 2016
Region –
July 2016

It is worth contextualizing the current NL unemployment data within national and historic trends. NL’s unemployment rate from 1976 to present day rate reached
a peak of 22.7 per cent in September of 1984.3 It is important to note that the Statistics Canada definition of
unemployment only includes people who were looking
for employment in the last four weeks, so this measure
does not include discouraged workers who have given
up looking for work. The measure further under-estimates the numbers by counting underemployed people, those who have taken lower paid work or part time
work due to a lack of appropriate jobs, as employed.4
Demographic trends such as the population growth
rate, age profile, birth rate, immigration rate, etc. have
particularly significant implications for planning in NL.
In 1971, Newfoundland and Labrador had the country’s
youngest population with a median age of 20.9, but by
2016 the province had Canada’s oldest population with
a median age of 45, five years higher than the national
average. Although the NL population began increasing

3

4

All data from here onward in this paragraph are from
Statistics Canada. (2016). Labour force survey estimates
(LFS), by sex and age group, seasonally adjusted and
unadjusted (CANSIM Table 282-0087), online.
Unemployment is defined as: “Number of persons
who, during the reference week, were without work,
had looked for work in the past four weeks, and
were available for work. Those persons on layoff or
who had a new job to start in four weeks or less are
considered unemployed. Estimates in thousands,
rounded to the nearest hundred.” The unemployment
rate is unemployment divided by the total labour force
(“Number of civilian, non-institutionalized persons 15
years of age and over who, during the reference week,
were employed or unemployed.”). The unemployment
definition from Statistics Canada does not include
discouraged workers who have given up on looking
for work, or those who are underemployed. Statistics
Canada. (2016). Labour force survey estimates (LFS), by
sex and age group, seasonally adjusted and unadjusted
(CANSIM Table 282-0087), online.

Unemployment
rate (%)

Canada

6.9

Newfoundland & Labrador

12.8

Prince Edward Island

9.6

Nova Scotia

8.4

New Brunswick

9.7

Quebec

7.0

Ontario

6.4

Manitoba

6.2

Saskatchewan

6.3

Alberta

8.6

British Columbia

5.6

after 2007,5 the population continued disproportionately aging (in 2015 NL was the most rapidly aging population in Canada), with the rural population declining, and
out-migration exceeding in-migration.6 In June 2015,
the provincial government stated that the number of
people leaving the workforce was greater than the number of people entering.7 These trends are impacting the
makeup of the workforce, as well as healthcare needs,
delivery and spending.

Fairness
Not only does the budget make the unemployment
and demographic crises worse, but it takes the province
backwards on fairness in may ways. Some key examples
of the lack of fairness include:
■■

5

6
7

The deficit reduction levy was regressive,
penalizing those with lower and middle
incomes by allowing the wealthy to pay less

Newfoundland & Labrador Statistics Agency. (2015).
Annual Estimates of Population for Canada, Provinces
and Territories, from July 1, 1971 to July 1, 2015 [Data
file], online.
Simms and Ward 2016.
Government of Newfoundland and Labrador. (2015). Live
here work here belong here: A population growth strategy
for Newfoundland and Labrador, 2015-2025, online.
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as a proportion of their income. This made it a
lightning rod for protest, and the government
was forced to change it to make it slightly less
regressive.
■■

User fees were increased dramatically, across the
board, with little apparent analysis of who would
be hurt by them.

■■

Opportunities to raise revenues were missed,
e.g., carbon pricing.

■■

8
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Significant cuts were made to a number of
important health, education and other programs
and services that residents depend upon,
triggering layoffs in the public and private
sectors The cuts disproportionately hit women
and will hurt vulnerable and risk devastating the
economy.8

Brannen 2016.

Gender inequality was worsened in a number of way by
the April 2016 budget:
■■

Vulnerable women (single moms, seniors, First
Nations women) make up a disproportionate
number of both the front line workers and those
who rely on government programs and thus,
suffer most from government job and spending
cuts; and

■■

Women in NL earn on average $4/hour less than
men and have lowest median income compared
to women in other provinces.

By choosing to prioritize slaying the deficit the government is making unemployment and the aging
population crises worse while undermining fairness. It
is critical at this juncture to examine those priorities and
alternative solutions as NL can ill afford to get it wrong.
This report looks at the alternative path the government
could take, one that takes at its starting point the priority
of employment, demographics and the longer term
health of the NL economy over short term deficits. The
debt, deficits and false crisis are dealt with as this report
builds a vision that is based on sound fiscal footing.
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COMMON FRONT NL, a broad based coalition
of labour, social justice and community groups
representing over 100,000 Newfoundlander’s and
Labradorians. Together we represent the majority in
our province who believe that despite the current
fiscal situation, we can and we must have an economy
that works for everyone, leaving no one behind.
We have united because we are deeply concerned
about the future of our province in light of the current
economic downturn. We believe that our province’s
response must be a measured, well thought out,
strategic and long-term plan. It cannot be a knee jerk
reaction in the form of massive cuts to the public
sector – which cause private sector employment
to decline, take money out of the economy, at the
worst possible time, and also have a disproportionate

commonfrontnl@gmail.com

www.wearenl.ca

impact on our most vulnerable. We can grow our
economy and ensure future prosperity by investing in
strong public services, like education, health care and
childcare.
We can ensure economic and social prosperity by
investing in public services, infrastructure, the social
safety net and the arts, while implementing policies
that also support rural NL. Further, through economic
diversification and a fair progressive tax structure we
believe it is possible to support our economy, our
families and our communities in a way that helps us
weather this current, temporary downturn.
Common Front NL believes that the fastest route back to
economic prosperity is to invest in our greatest resource
– our people!

